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| NDEPENDENT AUDI TORS' REPORT

Kentucky State Conmittee For School District Audits
Menbers of the Board of Education

Davi ess County School District

Owensbor o, Kentucky

We have audited the acconmpanying financial statenents of the governnenta
activities, the business-type activities, each major fund, and the aggregate
remai ni ng fund i nformati on of the Daviess County School District as of and
for the year ended June 30, 2003, which collectively conprise the District’'s
basic financial statenents as listed in the acconpanying table of contents.
These basic financial statenents are the responsibility of the District's
managenment. Qur responsibility is to express an opinion on these basic
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America, the standards applicable to
financial audits contained in Governnent Auditing Standards, issued by the
Conptroller General of the United States, and the audit requirenents

prescri bed by the Kentucky State Committee for School District Audits in

Gui de for Auditing Local School Districts' Fiscal Records. Those standards
require that we plan and performthe audit to obtain reasonabl e assurance
about whether the financial statenents are free of material misstatement. An
audit includes exam ning, on a test basis, evidence supporting the amunts
and disclosures in the financial statenents. An audit also includes
assessing the accounting principles used and significant estimtes made by
managenent, as well as evaluating the overall financial statenent
presentation. W believe that our audit provides a reasonable basis for our
opi ni on.

In our opinion, the financial statements referred to above present fairly, in
all material respects, the respective financial position of the governnenta
activities, the business-type activities, each ngjor fund, and the aggregate
remai ning fund information of the District as of June 30, 2003, and the
respecti ve changes in financial position and cash flows, where applicable,

t hereof for the year then ended, in conformty with accounting principles
generally accepted in the United States of Anmerica.

As described in Note B to the financial statenents, the District changed its
met hod of financial statenment presentation and disclosure when it adopted the
provi si ons of Governnmental Accounting Standards Board (“GASB”) Statenent No.
34, Basic Financial Statenents — and Managenent Di scussion and Analysis — for
State and Local Governnments, and rel ated standards, as of July 1, 2002.



I n accordance with Governnent Auditing Standards, we have al so i ssued our
report dated COctober 20, 2003, on our consideration of Daviess County Schoo
District's internal control over financial reporting and our tests of its
conpliance with certain provisions of |aws, regulations, contracts and
grants. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with
this report in considering the results of our audit.

Management’ s Di scussi on and Anal ysis and Budgetary Conparison Schedul es for
the general fund and special revenue fund are not a required part of the
basic financial statenents, but are supplenentary information required by the
Gover nment Accounting Standards Board. W applied certain |inmted procedures
whi ch consisted principally of inquiries of nmanagenent regarding the

measur enent and presentation of the required supplenentary information.
However, we did not audit the information and express no opinion thereon.

Qur audit was made for the purpose of form ng opinions on the financia
statenents taken as a whole, that collectively conprise the Daviess County
School District’s basic financial statenments. The acconpanying Schedul e of
Expendi tures of Federal Awards is presented for purposes of additiona
analysis as required by U S. Ofice of Managenent and Budget Circul ar A-133,
Audits of States, Local Governnents, and Non-Profit Organi zations, and is not
a required part of the basic financial statenents. The conbining and

i ndi vi dual nonmgj or fund financial statenents and other schedules listed in
the Table of Contents are al so presented for purposes of additional analysis
and are not a required part of the basic financial statements. Such

i nformati on has been subjected to the auditing procedures applied in our
audit of the basic financial statenments and, in our opinion, is fairly stated
in all material respects in relation to the District’s basic financia
statenments taken as a whol e.

Cct ober 20, 2003



DAVI ESS COUNTY BOARD OF EDUCATI ON
DAVI ESS COUNTY SCHOOL DI STRI CT

Managenent’s Di scussi on and Anal ysi s
for the fiscal year ended June 30, 2003

The di scussi on and anal ysis of Davi ess County Public School District’'s
financi al perfornmance provides an overall review of the School District’s
financial activities for the fiscal year ended June 30, 2003. The intent of
this discussion and analysis is to review the school district’s financia
performance as a whole; readers should also review the basic financia
statements and notes to the basic financial statements to enhance their
under st andi ng of the School District’s financial perfornmnce.

The Managenent’'s Discussion and Analysis (MD&A) is an el ement of the new
reporting nodel adopted by the Governnmental Accounting Standards Board ( GASB)
in their Statement No. 34 Basic Financial Statenents-and Managenent’s

Di scussi on and Anal ysis-for State and Local Governments issued in June 1999.
Conparative figures are not available for the prior year since 2002-03 is the
first year of reporting under GASB 34. MD&A will include conparative
information in future years.

Fi nanci al Highlights

In total, net assets are $33, 183,869. Net assets of governmental
activities are $31,212,560, including $26, 368,481 invested in capita
assets, net of related debt, $412,784 restricted for capital projects
and construction and $167,794 restricted for other purposes, and

$4, 263,501 of unrestricted net assets. Net assets of business-type
activities are $1,971, 309 including $470,899 invested in capita
assets, net of related debt and $1, 500,410 of unrestricted net assets.

As indicated above, $412,784 of net assets of governnental activities
is restricted for capital projects and construction while the other
$167, 794 of restricted net assets is restricted for site-based
councils, and technol ogy expenditures. Oher known itens that commit
net assets are the bonded debt and | ease obligations explained in Note
Gto the audited financial statenents on pages 33-35 and the

commit ments under non-capitalized | eases explained in Note Kto the
audi ted financial statenments on page 37.

Total assets of governnental activities are $77,445,698. Capita
assets are $64, 467,675 while cash and investnents are $10, 244, 043.
Total assets of business type activities are $2,098,484. Capita
assets are $470,899 while cash and investnents are $1, 376, 345.

Total liabilities are $46,360,313. Liabilities for governnenta
activities include $9, 954,888 of current liabilities such as accounts
payabl e, accrued payroll, short-term debt, and other current accruals.
Al so included is $36,278,250 of long-termliabilities including

$35, 168, 813 of |ong-term debt, $1,063,690 of accrued sick | eave due in
nore than one year and $45, 747 of notes payable due in nore than one
year. Al $127,175 of liabilities of business-type activities is
current liabilities.

General revenues accounted for $61, 365,489 in revenue or 78 percent of
total revenues. Program specific revenues in the formof grants and
contributions accounted for $17,197,603 or 22% of total revenues of
$78, 563, 092.



DAVI ESS COUNTY BOARD OF EDUCATI ON
DAVI ESS COUNTY SCHOOL DI STRI CT

Managenent’s Di scussi on and Anal ysi s
for the fiscal year ended June 30, 2003

The School District had $71, 376,736 in expenses related to government al
activities; only $12, 056,828 of these expenses was offset by program
speci fic charges for services, grants, and contributions. Cenera
revenues (primarily local taxes and state SEEK all ocations), and sale
of construction bonds were adequate to provide these prograns.

Construction continued during the year with an addition at Deer Park

El ementary School and an Early Learning Center at Audubon El enentary
School, which both opened in August of 2003. Construction began on the
new Meadow Lands El ementary School that will open in August of 2004.
These additions total ed $1, 790,913 of Construction in Progress at June
30, 2003.

Usi ng the Basic Financial Statenents

Thi s annual report consists of a series of financial statenents and notes to
those statenments. These statenments are organi zed so the reader can
under st and Davi ess County Public School District as a financial whole. The
statements then proceed to provide an increasingly detail ed

| ook at specific financial activities.

The Statenment of Net Assets and Statenent of Activities provide information
about the activities of the whole school district, presenting both an
aggregate view of the school district’s finances and a | onger-term vi ew of
those finances. Fund financial statenents provide the next |evel of detail
For governmental funds, these statements tell how services were financed in
the short-termas well as what remains for future spending. The fund
financial statenments also | ook at the school district’s major funds with al

ot her non-nmaj or funds presented in total in one colum. The major funds for
the Davi ess County School District are the general fund, special revenue fund
and the debt service fund.

Reporting the School District as a Wole

One of the nost inportant questions asked about the school district is “how
did we do financially during 2002-03?" The Statenment of Net Assets and the
Statement of Activities, which appear first in the school district’s
financial statenents, report information on the school district as a whole
and its activities in a way that hel ps answer this question. These
statements include all assets and liabilities using the accrual basis of
accounting, which is simlar to the accounting used by nost private-sector
conpani es. This basis of accounting takes into account all of the current
year’'s revenues and expenses regardl ess of when cash is received and paid.

These two statenments report the school district’s net assets and changes in
those assets. This change in net assets is inportant because it tells the
reader that, for the school district as a whole, the financial position of
the school district has inmproved or dimnished. However, the schoo
district’s goal is to provide services to our students, not to generate
profits as conmmercial entities do. One nust consider many other non-
financial factors, such as the school district’s property tax base, current
property tax laws in Kentucky restricting revenue growth, required
educational progranms and other factors.



DAVI ESS COUNTY BOARD OF EDUCATI ON
DAVI ESS COUNTY SCHOOL DI STRI CT

Managenent’s Di scussi on and Anal ysi s
for the fiscal year ended June 30, 2003

In the Statement of Net Assets and the Statenents of Activities, the schoo
district is divided into two distinct kinds of activities:

Government Activities — npost of the school district’s programs and services
are reported here including instruction, support services, operation and
mai nt enance of plant, pupil transportation and other activities.

Busi ness-type Activities — these services are provided on a charge for goods
or services basis to recover all of the expenses of the goods or services
provi ded. The school district’s food service operation and after schoo
prograns are reported as business activities.

Reporting the School District’s Mst Significant Funds
Fund Fi nanci al Statenents

The anal ysis of the school district’s major funds begins on page 12 . Fund
financial reports provide detailed information about the school district’'s
maj or funds. The school district uses many funds to account for a nultitude
of financial transactions. However, these fund financial statements focus on
t he school district’s major funds.

Governnmental Funds — nost of the school district’s activities are reported in
governmental funds, which focus on how noney flows into and out of those
funds and the bal ances left at year-end available for spending in future
periods. These funds are reported using an accounting nethod called nodified
accrual accounting, which neasures cash and all other financial assets that
can readily be converted to cash. The governnental fund statenents provide a
detailed short-termview of the school district’s general governnent
operations and the basic services it provides. Governnmental fund information
hel ps determ ne whether there are nore or fewer financial resources that can
be spent in the near future to finance educational programs. The
relationship (or difference) between governnental activities (reported in the
statement of net assets and the statenent of activities) and governmental
funds is reconciled in the financial statenents.

Proprietary Funds — proprietary funds use the sane basis of accounting as
busi nesss-type activities; therefore, the statenents for the proprietary fund
will essentially match.

Governnmental Activities

Instruction conprises 66% of governnental program expenses. Support services
expenses nake up 31% of governnent expenses and interest on |ong-term debt
was 3%

The Statenment of Activities shows the cost of program services and the
charges for services and grants offsetting those services. Table 1 shows,
for government activities, the total cost of services and the net cost of
services. That is, it identifies the cost of these services supported by tax
revenue and unrestricted State entitl enents.



DAVI ESS COUNTY BOARD OF EDUCATI ON
DAVI ESS COUNTY SCHOOL DI STRI CT

Managenent’s Di scussi on and Anal ysi s
for the fiscal year ended June 30, 2003

(Table 1)
Governnmental Activities
Total Cost of Net Cost of
Servi ces Services
2003 2003

I nstruction $47, 197, 132 $39, 600, 138
Support Services 22,184, 850 20, 944, 562
Facility Acquisition/Construction - (2,874,561)
I nterest on Long- Ter m Debt 1,994, 754 1, 649, 769
Total Expenses $71, 376,736 $59, 319, 908

Busi ness- Type Activities

The only business-type activities are the food service operation and the
after school programs. Food Service had total revenues of $4, 480, 328 and
total expenses of $4,500,510 for fiscal year 2003. O the revenues,

$2,341, 493 was charges for services, $2,118,704 was from State and Federa
grants, $17,073 frominvestnment earnings and the remai ning $3, 058 was gain on
di sposal of equipnent. After school prograns had total revenues of $717, 244
and total expenses of $776,016 for fiscal year 2003. O the revenues,

$649, 677 was charges for services, $61,642 was from State and Federal grants,
$5,925 frominvestnent earnings. Business activities receive no support from
tax revenues. The school district will continue to nonitor the charges and
costs of these activities. |If it beconmes necessary, the school district wll
i ncrease the charges for these activities.

The School District’s Funds

I nformati on about the school district’'s major funds is on page 12. These
funds are accounted for using the nodified accrual basis of accounting. Al
governmental funds had total revenues of $73,139, 243 and expenditures of
$74,985,596. Net changes in fund bal ances for the year was nost significant
in the General Fund ($989,561) and ($673,532) in other governmental funds.
The decrease in other governmental funds is due to spending on construction
projects. The decrease in the General Fund was due to one-tine expenditures
fromnon-recurring funds.

General Fund- Budget Highlights

The School District’s budget is prepared according to Kentucky law and is
based on accounting for certain transactions on a basis of cash receipts,
di sbursenents and encunbrances. The npbst significant budgeted fund is the
General Fund. The State Departnent of Education requires a

zer o- based budget with any budgeted remai ni ng fund bal ance shown as a
conti ngency expense in the budget process.



DAVI ESS COUNTY BOARD OF EDUCATI ON
DAVI ESS COUNTY SCHOOL DI STRI CT

Managenent’s Di scussi on and Anal ysi s
for the fiscal year ended June 30, 2003

Vari ance conpari sons are presented between the final budgeted anpbunts and the
actual (GAAP Basis) ampunts begi nning on page 43. For the General Fund
revenues were budgeted at $49, 157,076 with actual anmpunts of $48, 915, 822.
Budget ed expendi tures of $55, 156,833 conpare with actual expenditures of

$49, 830, 746. A variance of $5,326,087 remains. O this difference,

$3, 000, 000 was the budgeted contingency expense.

Debt

At June 30, 2003 the school district had $38, 480,000 in bonds outstandi ng, of
this anmount $7, 110,310 are to be paid fromthe KSFCC fundi ng provided by the
State of Kentucky. A total of $2,965,000 is due within one year

At June 30, 2002 the school district had $40, 805,000 i n bonds outstanding,
including those to be paid from KSFCC fundi ng. The decrease during the 2003
fiscal year of $2,325,000 is due to the schedul ed debt service bond paynents.

Di strict Challenges for the Future

Davi ess County Public School District’'s financial status is currently stable
but at risk due to the potential continuing | oss of state funding in
subsequent years. This is the result of two mgjor factors, continued student
growth without increased state funding for the gromh, and a general decrease
in the percentage of state funding. Because of these issues, the long-term
financial picture could prove very problematic, and is the npst pressing

i ssue for our District.

The school district has experienced an annual growth in student enroll nment of
approxi mately 100 students per year, for the last three years. The schoo
district has prepared for an increase in enrollnent by building new schools
and renovating and adding to existing schools. These new facilities come
with increased utility costs and additional personnel cost (both

adm ni strative and support staffs). These new buildings also have a cost for

conputers, library books, instructional materials, and other itens that can
only be paid fromthe General Fund. These costs along with the need to add
additional buildings in the next few years will create nore chall enges for

the school district.

The costs associated with growh have in the past been offset due to

i ncreased student enroll ment producing additional state funding, and
continued increases in business and residential property subject to tax
within the school district. CQur property tax base continues to grow, however
our school district, like all Kentucky school districts, is limted to a 4%
annual growth in property tax revenue on existing property.

The second factor facing our school district is that of adequate state
funding. W have been informed of a possible 5-7% additional SEEK reduction
before the end of fiscal 2003-2004. The energency-funding plan our state is
operating under required all school districts to provide a 2. 7% increase in
salaries to all certified personnel for the 2003-2004 fiscal year. |If
unfunded nmandates fromthe state continue in future years, a severe strain
will be placed on the district’s resources. The district maintains a
contingency plan to deal with state funding shortfalls but this will only be
effective in the short term A long-termsolution at the state | evel nust be
deternmi ned and enacted by the state | egislature to ensure adequate funding
for public education.



DAVI ESS COUNTY BOARD OF EDUCATI ON
DAVI ESS COUNTY SCHOOL DI STRI CT

Managenent’s Di scussi on and Anal ysi s
year ended June 30, 2003

for the fiscal

Program Revenues:
Chargesfor Services
Operating Grants/Contribution
Capitd Grants/Contribution
Totd Program Revenues

General Revenues:
Taxes
State Aid-formula grants
Investment Earnings
Miscdlaneous
Gain (Loss) on sde of equipment
Total General Revenues

Total Revenueand Transfers

Program Expenses
Instruction
Support Services:
Student
Ingtructiona Staff
Didrict Administration
School Adminigtration
Busness
Facility OperationsMaintenance
Student Transportation
Centra Office
Community Service
Interest on Long-Term Debt
After School Programs
Food Service
Transfers
Tota Expense and Tranders

Increase (Decrease) in Net Assets

8

(Table2)
Net Assets
Governmental Business-Type Totals
Activities Activities
2003 2003 2003
624,743 2,960,429 3,585,172
7,888,732 2,180,346 10,069,078
3,543,353 3,543,353
12,056,828 5,140,775 17,197,603
19,038,787 19,038,787
41,478,212 41,478,212
620,378 22,998 643,376
172,028 30,741 202,769
(713) 3,058 2,345
61,308,692 56,797 61,365,489
73,365,520 5197572 78,563,092
47,197,132 47,197,132
2,158,024 2,158,024
1,882,636 1,882,636
538,157 538,157
3,697,769 3,697,769
839,360 839,360
6,423,613 6,423,613
5,225,132 5,225,132
593,225 593,225
826,934 826,934
1,994,754 1,994,754
776,016 776,016
4,500,510 4,500,510
(10,645) 10,645 -
71,366,091 5287171 76,653,262
1,999.429 (89.599) 1,909,830
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DAVI ESS COUNTY SCHOOL DI STRI CT

STATEMENT OF NET ASSETS

June 30, 2003

Gover nnent al

Activities

Busi ness-

type
Activities

Tot al
Asset s
Cash and cash equival ents $ 259, 146 $ 1,376,345 $1, 635, 491
I nvest ment s 9, 984, 897 - 9, 984, 897
Accounts receivable (net)
Taxes — current 311, 148 - 311, 148
Taxes — delinquent 365, 268 - 365, 268
Taxes — ot her 107, 409 - 107, 409
Account s 256, 100 80, 299 336, 399
I nt erest 51, 567 - 51, 567
I ntergovernnental - state 126, 196 - 126, 196
I ntergovernmental - federal 922,184 - 922,184
Due from ot her funds - 50, 550 50, 550
I nventories 287, 879 120, 391 408, 270
Prepai ds and ot her assets 256, 202 - 256, 202
Debt issuance costs, net of
accunul ated amortization 50, 027 - 50, 027
Capital assets, net of accumul ated
depreciation 64, 467, 675 470, 899 64,938, 574
Total Assets 77,445, 698 2,098, 484 79, 544, 182
abilities
Accounts payabl e 888, 822 107, 635 996, 457
St udent prepaid | unches - 19, 540 19, 540
Due to other funds 50, 550 - 50, 550
Accrued payroll and rel ated
liabilities 4,763,878 - 4,763,878
Accrued vacation pay, due within
one year 145, 919 - 145,919
Ot her accrued liabilities 242,912 - 242,912
Def erred revenue 631, 930 - 631, 930
Not e payabl e:
Due within one year 30, 496 - 30, 496
Due in nore than one year 45, 747 - 45, 747
School building revenue bonds:
Due wi thin one year 2,930, 381 - 2,930, 381
Due in nore than one year 35, 168, 813 - 35, 168, 813
Accrued sick | eave
Due within one year 270, 000 - 270, 000
Due in nore than one year 1, 063, 690 - 1, 063, 690
Total Liabilities 46, 233, 138 127,175 46, 360, 313
Net Assets
Invested in capital assets, net of
rel ated debt 26, 368, 481 470, 899 26, 839, 380
Restricted for:
Capital projects and construction 412,784 - 412,784
Ot her purposes 167, 794 - 167, 794
Unrestricted 4,263,501 1,500, 410 5,763,911
Total Net Assets $ 31,212,560 $ 1,971, 309 $33, 183, 869

The acconpanying notes are an integra

of the basic financia

9

statenments.

part



Functi ons/ Prograns
Gover nnent a
activities

I nstruction
Support services
St udent
Instructional staff
District adm n-
istration
School admi ni stra-
tion
Busi ness
Pl ant operations
and mai nt enance
St udent trans-
portation
Central office
Conmunity service
Facilities
acqui sition and
construction
I nterest expense

Total govern-
ment a
activities

Busi ness-type
activities
School food
services
After schoo
program

Tot al busi ness-
type
activities

Total activities

DAVI ESS COUNTY SCHOOL DI STRI CT

STATEMENT OF ACTIVITIES

ended June 30, 2003

Program Revenues

Tot al
District- Oper ating Capi t al
wi de Charges for Grants and Grants and Net ( Expense)
Expenses Servi ces Contri buti ons Contri butions Revenue
$47, 197, 132 $ 253,743 $ 5,610, 283 $ - $(41, 333, 106)
2,158,024 - 154,671 - (2,003, 353)
1, 882, 636 - 1, 105, 923 - (776, 713)
538, 157 - 24,392 - (513, 765)
3,697,769 - 155, 635 - (3,542, 134)
839, 360 - - - (839, 360)
6,423,613 - 7,910 - (6,415,703)
5,225,132 371, 000 179, 340 - (4,674,792)
593, 225 - - - (593, 225)
826, 934 - 650, 578 - (176, 356)
- - - 3,198, 368 3,198, 368
1,994, 754 - - 344,985 (1,649, 769)
71,376, 736 624, 743 7,888, 732 3,543, 353 (59, 319, 908)
4,500, 510 2,313, 696 2,118,704 - (68, 110)
776,016 646, 733 61, 642 - (67, 641)
5,276,526 2,960, 429 2,180, 346 - (135, 751)
$76, 653, 262 $ 3,585,172 $10, 069, 078 $ 3,543, 353 $( 59, 455, 659)
Conti nued

10



assets:
revenue

Changes in net
Net (expense)

Gener al
Taxes:
Property
Mot or vehicle
Del i nquent
Distilled spirits
Publ i c service conpany
Uilities
State sources:
SEEK program - formul a
gr ant
On-behal f fringe
benefit payments
Ot her state revenues
Loss on sale of assets
I nterest and investnent
ear ni ngs
M scel | aneous

revenues:

Total genera
Transfers

revenues

Change in net assets

Net assets,
of year

begi nni ng

Net assets, end of year

$(59, 319, 908) $(135, 751) $(59, 455, 659)

13, 750, 056 - 13, 750, 056

1,619, 659 - 1,619, 659

252, 282 - 252, 282

80, 920 - 80, 920

690, 998 - 690, 998

2,644,872 - 2,644,872

31, 797, 290 - 31,797, 290

9,631, 713 - 9, 631, 713

49, 209 - 49, 209

(713) 3,058 2,345

620, 378 22,998 643, 376

172,028 30, 741 202, 769

61, 308, 692 56, 797 61, 365, 489

10, 645 (10, 645) -

61, 319, 337 46, 152 61, 365, 489

1,999, 429 (89, 599) 1, 909, 830

29,213,131 2, 060, 908 31,274,039

$31, 212, 560 $1, 971, 309 $33, 183, 869
The acconpanying notes are an integral part

DAVI ESS COUNTY SCHOOL DI STRI CT

STATEMENT OF ACTI VITIES, Continued

Year

of the basic financia

ended June 30, 2003

Gover nment al
Activities

Busi ness-type

Activities

Tot al

11

statenments.



Asset s

Cash and cash equival ents

I nvest nent s

Accounts receivable (net)
Taxes-current
Taxes-del i nquent
Taxes- ot her
Account s
I ntergovernment al -state
I nt ergover nnent al -

Feder a

I nventories

Prepai ds and ot her assets

Due from ot her funds

Total assets

Liabilities and fund
bal ances
Liabilities
Accounts payabl e
Due to other funds
Accrued payroll and
related liabilities
Def erred revenue

Total liabilities

Fund bal ances
Reserved for:
I nventories
Encunbr ances
Technol ogy
Site based councils
Unr eserved

Total fund bal ances

Total liabilities
and fund bal ances

DAVI ESS COUNTY SCHOOL DI STRI CT

BALANCE SHEET
GOVERNMENTAL FUNDS

June 30, 2003

Speci al

Revenue Ot her Tot al
Gener al (Grant) Gover nrent al Gover nrrent al

Fund Funds Funds Funds
$ 259, 146 $ - $ - $ 259, 146
9, 984, 897 - - 9, 984, 897
311, 148 - - 311, 148
365, 268 - - 365, 268
107, 409 - - 107, 409
249, 642 6, 458 - 256, 100
- 126, 196 - 126, 196
- 922,184 - 922,184
287,879 - - 287, 879
256, 202 - - 256, 202
376, 854 - 1,293, 746 1, 670, 600
$12, 198, 445 $1, 054, 838 $ 1,293,746 $ 14, 547, 029
$ 179, 183 $ 20, 223 $ 689, 416 $ 888, 822
1,152,750 376, 854 191, 546 1,721, 150
4,763,878 - - 4,763,878
389, 459 631, 930 - 1,021, 389
6, 485, 270 1, 029, 007 880, 962 8, 395, 239
287, 879 - - 287,879
414,786 8, 488 412,784 836, 058
- 17, 343 - 17, 343
141, 963 - - 141, 963
4,868, 547 - - 4,868, 547
5,713,175 25, 831 412,784 6, 151, 790
$12, 198, 445 $1, 054, 838 $1, 293, 746 $14, 547, 029

of the basic financia

12

The acconpany notes are an integral part
statenments.



DAVI ESS COUNTY SCHOOL DI STRI CT

RECONCI LI ATI ON OF TOTAL GOVERNMENTAL FUND BALANCE TO
NET ASSETS OF GOVERNMENTAL ACTI VI TI ES

June 30, 2003
Total governnental fund bal ance per fund $ 6,151,790
financial statenents

Amounts reported for governnental activities in the
statement of net assets are different because:

Capital assets used in governnental activities are not
current financial resources and therefore are not reported
in the funds. 64, 467, 675

Ot her assets not available to pay for current expenditures
and therefore are not reported as receivables in the funds:

Accrued interest receivable 51, 567
O her long-termassts are not available to pay for current
peri od expenditures and therefore are deferred in the
funds:

Property taxes receivable 389, 459

Long-termliabilities are not due and payable in the
current period and therefore are not reported in the funds:

Accrued interest payable (242,912)

Accrued conpensat ed absences (1,479, 609)

Not e payabl e (76,243)

Bonds payabl e (38, 480, 000)

| ssuance discount (to be anortized as interest expense) 15, 436
Deferred charge for issuance costs (to be anortized over

life of debt) 50, 027
Deferred charge on refunding (to be anortized as interest

expense) 365, 370

Net assets of governnental activities $31, 212, 560

13



DAVI ESS COUNTY SCHOOL DI STRI CT
STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES
I N FUND BALANCES — GOVERNMENTAL FUNDS
for the year ended June 30, 2003

GOVERNMENTAL FUND TYPES

SPECI AL OTHER
REVENUE DEBT GOVERN- TOTAL
GENERAL ( GRANT) SERVI CE MENTAL GOVERNMENTAL
FUND FUNDS FUND FUNDS FUNDS
Revenues:
From | ocal sources:
Taxes:
Property $10, 978, 153 - $ - $2,771,903 $13, 750, 056
Mot or vehicle 1, 291, 895 - - 327, 764 1,619, 659
Del i nquent 76, 857 - - - 76, 857
Distilled spirits 64, 634 - - 16, 286 80, 920
Public service conpany 573, 895 - - 117,103 690, 998
Utilities 2,644,872 - - - 2,644,872
Tui tion and fees 89, 747 37,927 - - 127,674
Earni ngs on investments 549, 782 - - 19, 029 568, 811
Ot her |ocal revenues 810, 195 96, 892 - - 907, 087
I ntergovernnmental - state 41, 467, 505 3, 936, 145 1, 305, 137 1, 914, 409 48, 623, 196
Intergovt.— indirect federal - 3, 829, 664 - - 3, 829, 664
I ntergovt.— direct federal - 219, 449 - - 219, 449
Total revenues 58, 547, 535 8,120, 077 1, 305, 137 5,166, 494 73,139, 243
Expendi tures:
Current:
I nstruction 37,739, 181 7,418, 258 - - 45, 157, 439
Support services:
St udent 2,157,663 - - - 2,157,663
Instructional staff 1, 882, 636 - - - 1, 882, 636
District adm nistration 441, 665 24,392 - - 466, 057
School adm nistration 3,690, 701 7,068 - - 3,697,769
Busi ness 839, 360 - - - 839, 360
Pl ant operations and
mai nt enance 6, 463, 440 7,910 - - 6,471, 350
Student transportation 5,414, 125 179, 340 - - 5,593, 465
Central office 593, 225 - - - 593, 225
Community service 176, 356 650, 578 - - 826, 934
Facilities acquisition and
construction 64, 107 - - 2,359,174 2,423,281
Debt service:
Princi pal - - 2,827,514 - 2,827,514
I nterest - - 1,994, 328 - 1,994, 328
Debt issuance costs - - 54,575 - 54,575
Total expenditures 59, 462, 459 8, 287, 546 4,876, 417 2,359,174 74,985, 596
Excess (deficit) of revenues
over expenditures (914, 924) (167,469) (3,571, 280) 2,807, 320 (1, 846, 353)
Gt her financing sources (uses):
Proceeds-sal e of fixed assets 370 - - - 370
Proceeds of refunding bonds - - 5, 315, 000 - 5, 315, 000
Payment to refund bond escrow - - (5, 243, 586) - (5, 243, 586)
Di scount on refunded bond - - (16, 839) - (16, 839)
Operating transfers in - 75, 007 3,491, 496 1, 470, 812 5,037, 315
Operating transfers out (75, 007) - - (4,951, 664) (5,026,671)
Total other financing
sources (uses) (74, 637) 75, 007 3,546,071 (3,480, 852) 65, 589
Excess (deficit) of revenues and
ot her financing sources over
expendi tures and ot her
financi ng uses (989, 561) (92, 462) (25, 209) (673, 532) (1,780, 764)
Fund bal ance, July 1, 2002, as
restated 6, 702, 736 118, 293 25,209 1, 086, 316 7,932,554
Fund bal ance, June 30, 2003 $ 5,713,175 25, 831 $ - $ 412,784 $ 6,151, 790

The acconpanying notes are an integra
of the basic financia

part

statenments.



DAVI ESS COUNTY SCHOOL DI STRI CT

RECONCI LI ATI ON OF THE STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES
I N FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTI VI TI ES

for the year ended June 30, 2003

Net change in fund bal ances — total governnental funds $(1, 780, 764)

Amounts reported for governnental activities in the statenent of
activities are different because:

Governnent funds report capital outlay as
expendi tures. However, in the statenent of
activities, the cost of those assets is allocated
over their estimated useful |ives as depreciation
expense. This is the anount by which capital
out |l ays exceeded depreciation in the current
peri od. 700, 003

Governnental funds only report the disposal of
fixed assets to the extent proceeds are received
fromthe sale. In the statenent of activities, a
gain or loss is reported for each disposal. (1, 083)

The issuance of |ong-termdebt provides current
financial resources to governnental funds, while
the repaynent of the principal of |ong-term debt
consunes the current financial resources of
governnental funds. Neither transaction
however, has any effect on net assets. Also
governnental funds report the effect of issuance
costs, premuns, discounts, and sinilar itens
when debt is first issued, whereas these anounts
are deferred and anortized in the statenent of
activities. This anmount is the net effect of
these differences in the treatnent of |ong-term
debt and rel ated itens. 2,856, 731

Interest on long-termdebt in the statenent of activities
differs fromthe anount reported in the governnenta
funds because interest is recorded as an expenditure in
the funds when it is due, and thus requires the use of

current financial resources. |In the statenent of
activities, however, interest expense is recogni zed as
the interest accrues, regardl ess of when it is due. (34, 193)

Sone revenues reported in the statenent of
activities, such as taxes receivable, do not provide
current financial resources and are deferred in the
governnent al funds. 175, 425

Some revenues such as interest receivable are not reported
in the governnmental funds. 51, 567

Sonme expenses reported in the statenent of
activities, such as conpensated absences do not
require the use of current financial resources
and therefore are not reported as expenditures in
gover nment al funds. 31, 743

Change in net assets of governnental activities $ 1,999, 429

The acconpanyi ng notes are an integral part
of the basic financial statenents.
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DAVI ESS COUNTY SCHOOL DI STRI CT

STATEMENT OF NET ASSETS
PROPRI ETARY FUND

Asset s:
Current assets:
Cash and cash equival ents
Accounts receivabl e
Due from ot her funds
I nventories for consunption

Total current assets

Noncurrent assets:
Equi pnent, net of
depreciation

Total assets

Liabilities

Current liabilities:
Account s payabl e
St udent prepaid | unches

Total liabilities
Net assets:
Invested in capital assets net
of related debt
Unrestricted

Total net assets

June 30, 2003

OTHER
ENTERPRI SE

FUND

AFTER

SCHOOL FOOD SCHOCL

SERVI CES PROGRAM TOTAL

$ 1,103,910 $ 272,435 $1, 376, 345
72,751 7,548 80, 299
50, 550 - 50, 550
120, 391 - 120, 391
1, 347, 602 279, 983 1,627, 585
446, 531 24,368 470, 899
$ 1,794,133 $ 304, 351 $2, 098, 484
$ 85,941 $ 21,694 $ 107,635
19, 540 - 19, 540
105, 481 21,694 127,175
446, 531 24,368 470, 899
1,242,121 258, 289 1,500, 410
$1, 688, 652 $ 282, 657 $1, 971, 309

The acconpanying notes are an integral part

of the basic financia
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DAVI ESS COUNTY SCHOOL DI STRI CT
STATEMENT OF REVENUES, EXPENSES AND CHANGES | N NET ASSETS
PROPRI ETARY FUNDS

for the year ended June 30, 2002

OTHER
ENTERPRI SE
FUND
SCHOOL AFTER
FOOD SCHOOL
SERVI CES PROGRAM TOTAL
Operating revenues:
Lunchr oom sal es $2, 313, 696 $ - $2, 313, 696
After school fees - 646, 733 646, 733
Ot her operating revenues 27, 797 2,944 30, 741
Total operating revenues 2,341,493 649, 677 2,991,170
Operati ng expenses:
Sal ari es, wages, and benefits 1, 883,034 545, 049 2,428,083
Materials and supplies 2,344,416 171, 751 2,516, 167
Depreci ation 103, 221 4,358 107, 579
Ot her operating expenses 169, 839 54, 858 224, 697
Total operating expenses 4,500, 510 776,016 5,276, 526
Operating | oss (2,159, 017) (126, 339) (2, 285, 356)
Non- operati ng revenues (expenses):
Federal grants 1,822,112 - 1,822,112
State grants 65, 733 61, 642 127, 375
Donat ed commodities 230, 859 - 230, 859
| nvest ment i ncome 17,073 5,925 22,998
Gin on asset disposal 3,058 - 3,058
Total non-operating revenues
(expenses) 2,138, 835 67,567 2,206, 402
O her financing sources (uses):
Operating transfers out (10, 645) - (10, 645)
Total other financing sources (uses) (10, 645) - (10, 645)
Net i ncome (Il oss) (30, 827) (58,772) (89, 599)
Net assets, July 1, 2002, as restated 1,719,479 341, 429 2,060, 908
Net assets, June 30, 2003 $1, 688, 652 $ 282,657 $1, 971, 309

The acconpanyi ng notes are an integral part
of the basic financial statenents.
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DAVI ESS COUNTY SCHOOL DI STRI CT

STATEMENT OF CASH FLOAS

PROPRI ETARY FUNDS

for the year

Cash Flows From QOperating Activities:
Cash received from
Lunchroom sal es
Ot her activities
Cash paid to suppliers
Cash paid to enpl oyees
Cash paid for other expenses

Net Cash Used in Operating
Activities

Cash Fl ows From Noncapital Financing
Activities
Cash received for operational grants

Net Cash Provi ded by Noncapital
Fi nanci ng Activities

Cash Flows From Capital and Rel ated
Fi nancing Activities
Purchases of capital assets
Cash proceeds from sale of assets
Transfer to purchase capital asset

Net Cash Used In Capital and
Rel at ed Fi nancing Activities

Cash Flows From Investing Activities
I nt erest earned
Advances to other funds

Net Cash Provided by (Used In)
I nvesting Activities

Decrease in Cash and Cash
Equi val ent s

Cash and Cash Equi val ents,
Begi nni ng of year

Cash and Cash Equi val ent s,
End of Year

ended June 30, 2003

OTHER
ENTERPRI SE

FUND

AFTER

SCHOOL FOOD SCHOOL

SERVI CES PROGRAM TOTAL

$ 2,315,724 $ - $ 2,315,724
27,797 649, 179 676, 976
(2,103, 293) (178, 942) (2, 282, 235)
(1,883, 034) (545, 049) (2, 428, 083)
(168, 093) (31, 098) (199, 191)
(1,810, 899) (105, 910) (1, 916, 809)
1, 867, 379 61, 642 1,929, 021
1, 867, 379 61, 642 1,929, 021
(64, 710) (1, 720) (66, 430)
4,273 - 4,273
(10, 645) - (10, 645)
(71, 082) (1, 720) (72, 802)
17,073 5, 925 22,998
(50, 550) - (50, 550)
(33, 477) 5, 925 (27, 552)
(48, 079) (40, 063) (88, 142)
1, 151, 989 312, 498 1, 464, 487
$ 1,103,910 $ 272,435 $1, 376, 345

Cont i nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
STATEMENT OF CASH FLOAWS, Conti nued
PROPRI ETARY FUNDS
for the year ended June 30, 2003

OTHER
ENTERPRI SE
FUND
AFTER
SCHOOL FOOD SCHOCL
SERVI CES PROGRAM TOTAL

Reconciliation of Operating
Loss to Net Cash Used in
Oper ations:
Loss from operations $(2, 159, 017) $ (126, 339) $(2, 285, 356)
Adj ustnents to reconcile
| oss fromoperations to
cash used in operating
activities:

Depreci ati on 103, 221 4, 358 107, 579
Commodities received 230, 859 230, 859
I ncrease in accounts and

grants receivabl e - (497) (497)
Increase in inventories (33, 846) - (33, 846)
I ncrease in accounts

payabl e and accrued

liabilities 44,110 19, 814 63,924
Increase in prepaid

 unches 2,027 - 2,027
O her 1, 747 (3, 246) (1, 499)

Net Cash Used in

Operating Activities $(1, 810, 899) $ (105,910) $(1, 916, 809)

Summary of Noncash Noncapital Financing Activity

During the year, the Board received $230,859 of food commpdities from
the U S. Department of Agriculture.

The acconpanying notes are an integral part
of the basic financial statenents.
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DAVI ESS COUNTY SCHOOL DI STRI CT

STATEMENT COF FI DUCI ARY NET ASSETS

FI DUCI ARY FUNDS

June 30, 2003

PRI VATE-
AGENCY PURPGSE
(ACTI VI TY) TRUST
FUNDS FUNDS TOTAL
Asset s:
Cash and cash equival ents $1, 363, 752 $ 6, 487 $ 1,370, 239
Accounts receivabl e 12, 412 - 12,412
| nventori es 62, 655 - 62, 655
Tot al assets $1, 438, 819 $ 6, 487 $ 1, 445, 306
Liabilities:
Accounts payabl e $ 21,441 $ 68 $ 21, 509
Funds due to other groups 1,417,378 - 1,417,378
Total liabilities 1, 438, 819 68 1, 438, 887
Net assets:
Held in trust for
schol ar shi ps - 6,419 6,419
Total net assets $ - $ 6,419 $ 6,419

The acconpanying notes are an integral part
of the basic financial statenents.
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DAVI ESS COUNTY SCHOOL DI STRI CT

STATEMENT OF CHANGES | N FI DUCI ARY NET ASSETS

for the year

Addi ti ons
Trustee contri butions
I nt er est

Deduct i ons

St udent support services
Net decrease
Net assets, beginning of year

Net assets, end of year

ended June 30, 2003

The acconpanying notes are an integra

of the basic financia

21

statenments.

part

14, 300
65

14, 365

15, 492

(1, 127)

7,546

$

6,419




DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO FI NANCI AL STATEMENTS
JUNE 30, 2003
NOTE A - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI ClI ES

Reporting Entity

The Davi ess County Board of Education (Board), a five nenber group, is the |evel
of governnment which has oversight responsibilities over all activities related
to public elementary and secondary school education within the jurisdiction of
t he Davi ess County School District (District). The Board receives funding from
| ocal, state and federal government sources and nust conply with the conmm t nent
requi renents of these funding source entities. However, the District is not
included in any other governnental "reporting entity" as defined in Section
2100, Codification of Governnent Accounting and Financial Reporting Standards as
Board nenbers are elected by the public and have decision making authority, and
the power to designate managenent, the responsibility to devel op policies which
may i nfluence operations and primry accountability for fiscal nmatters.

The District, for financial purposes, includes all of the funds relevant to the
operation of the Daviess County School District. The financial statenents
presented herein do not include funds of groups and organizations, which
al t hough associated with the school system have not originated within the Board
itself such as Band Boosters, Parent-Teacher Associations, etc.

The financi al statements of the District include those of separately
adm ni stered organi zations that are controlled by or dependent on the Board.
Control or dependence is determ ned on the basis of budget adoption, funding and
appoi nt nent of the respective governing board.

Based on the foregoing criteria, the financial statenents of the follow ng
organi zation is included in the acconpanying financial statenents through
bl ended presentati on.

Davi ess County School District Finance Corporation - On April 20, 1989, the
Davi ess County, Kentucky, Board of Education resolved to authorize the
establ i shment of the Daviess County School District Finance Corporation (a non-
profit, non-stock, public and charitable corporation organized under the School
Bond At and KRS 273 and KRS Section 58.180) as an agency of the Board for
financing the costs of school building facilities and related projects. The
Board Menbers of the Daviess County Board of Education also conprise the
Corporation's Board of Directors.

Basi s of Presentation

District-wide Financial Statements - the statenent of net assets and the
statement of activities display information about the District as a whole.
These statenents include the financial activities of the primary governnent,
except for fiduciary funds. The statenents distinguish between those activities
of the District that are governnental and those that are considered business-
type activities.

The district-wide financial statenents are prepared using the econonic resources

nmeasur ement focus. This is the same approach used in the preparation of the
proprietary fund financial statenents but differs from the manner in which
governnmental fund financial statements are prepared. Governnmental  fund

financial statenments therefore include reconciliation with brief explanations to
better identify the relationship between the district-wi de statenents and the
statements for governnental funds.
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO FI NANCI AL STATEMENTS
JUNE 30, 2003

NOTE A - SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES, Conti nued

The district-wide statenent of activities presents a conparison between direct
expenses and program revenues for each segnment of the business-type activities
of the District and for each function or program of the District’s governnental
activities. Direct expenses are those that are clearly identifiable with a
specific function or segnent. Program revenues include charges paid by the
reci pient of the goods or services offered by the program and grants and
contributions that are restricted to neeting the operational or capital
requi renents of a particular program Taxes and other revenues that are not
classified as program revenues are presented as general revenues of the
District. The conparison of direct expense with program revenues identifies the
extent to which each business segnment or governnental function is self-financing
or draws fromthe general revenues of the District.

Fund Fi nanci al Statenents - Fund financi al statenents report detailed
i nformati on about the District. The focus of governmental and enterprise fund
financial statements is on major funds rather than reporting funds by type.
Each mmjor fund is presented in a separate colum. Nonmaj or funds are
aggregated and presented in a single colum. Fi duciary funds are reported by
fund type.

The accounting and reporting treatnent applied to a fund is determined by its
measur enent focus. All governmental fund types are accounted for using a flow
of current financial resources measurenent focus. The financial statenments for
governnmental funds are a bal ance sheet, which generally includes only current
assets and current liabilities, and a statenment of revenues, expenditures and
changes in fund bal ances, which reports on the changes in net total assets.
Proprietary funds and fiduciary funds are reported using the econonic resources
measur enent focus. The statenent of cash flows provides information about how
the district finances and neets the cash flow needs of its proprietary
activities.

The District has the follow ng funds:

The General Fund is the primary operating fund of the District. It accounts
for financial resources used for general types of operations. This is a
budgeted fund, and any unrestricted fund bal ances are considered as resources
avail able for use. The General Fund carries a budgeted contingency of
approxi mately $3,000,000 which was not expended at June 30, 2003. The
contingency zeros out the budgeted fund balance at June 30 as per Kentucky
Department of Education requirements. This is a magjor fund of the District.

The Special Revenue (Grant) Fund accounts for proceeds of specific revenue
sources (other than fiduciary activities or major capital projects) that are
legally restricted to disbursenents for specified purposes. It includes
federal financial progranms, as well as state grant programs, where unused
bal ances are returned to the grantor at the close of specified project
peri ods. Project accounting is enployed to mmintain integrity for the
various sources of funds. The separate projects of federally funded grant
progranms are identified in the Schedule of Expenditures of Federal Awards
included in this report. This is a major fund of the District.

Capital Project Funds are used to account for financial resources to be
used for the acquisition or construction of mmjor capital facilities and
equi pnent (other than those financed by Proprietary Funds).

Cont i nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO FI NANCI AL STATEMENTS
JUNE 30, 2003

NOTE A - SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES, Conti nued

The Support Education Excellence in Kentucky (SEEK) Capita
Qutlay Fund receives those funds designhated by the state as
Capital CQutlay Funds and is generally restricted for wuse in
financing projects identified in the Dstrict’s facility plan and
for the correspondi ng debt service.

The Facility Support Program of Kentucky Fund (FSPK) accounts for
funds generated by the building tax levy required to participate
in the School Facilities Construction Comm ssion's construction
funding and state matching funds, where applicable. Funds may be
used for projects identified in the District’s facility plan and
for the correspondi ng debt service.

The Construction Fund accounts for proceeds from sales of bonds
and ot her revenues to be used for authorized construction

The Debt Service Fund is used to account for the accumulation of
resources for, and the paynent of, general |ong-term debt principal and
interest and related costs; and, for the paynent of interest on genera
obl i gation notes payable, as required by Kentucky Law. This is a mgjor
fund of the District.

Proprietary Funds

Enterprise funds are wused to account for those operations that are
financed and operated in a manner simlar to private business. The
District has two enterprise funds: the School Food Services Fund and the
After School Program Fund.

The School Food Services Fund is used to account for school food service
activities, including the National School Lunch Program which is
conducted in cooperation with the U S Department of Agriculture (USDA).
Amounts have been recorded for in-kind contribution of conmodities from
the USDA. The School Food Services Fund is a major fund.

The After School Program Fund is used to account for after school prograns
established to provide supervised activities for children in the
af t ernoon.

The District applies all applicable GASB pronouncenents to proprietary
funds, as well as specific FASB pronouncenents issued before Novenber 30
1989, unless those pronouncermrents conflict wth or contradict GASB
pronouncenents.

Fi duci ary Funds

Fiduciary funds account for assets held by the District in a trustee
capacity (trust funds) or as an agent on behalf of others (agency funds).

The agency fund is custodial in nature and does not pesent results of

operations or have a neasurenent focus. Agency funds are accounted for
using the nodified accrual basis of accounting. This fund is used to
account for assets that the governnent holds for others in an agency
capacity.

Conti nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO FI NANCI AL STATEMENTS
JUNE 30, 2003

NOTE A — SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI CI ES, Conti nued
Fi duci ary Fund Type, continued

The agency fund consists of activity funds and accounts for activities of
student groups and other types of activities requiring clearing accounts.
These funds are accounted for in accordance with Uniform Program of
Accounting for School Activity Funds.

The private purpose trust funds can only be used to fund scholarships in
accordance with established criteria of the funds.

Basi s of Accounting

Basis of accounting deternmines when transactions are recorded in the
financial records and reported on the financial statenents. District-w de
financial statenents are prepared using the accrual basis of accounting.
Governmental funds use the nodified accrual basis of accounting. Proprietary
and fiduciary funds al so use the accrual basis of accounting.

Revenues — Exchange and Non-exchange Transactions - Revenues resulting from
exchange transactions, in which each party received essentially equal value
is recorded on the accrual basis when the exchange takes place. Onh a

nodi fi ed accrual basis, revenues are recorded in the fiscal year in which the
resources are neasurable and avail abl e. Avai | abl e nmeans that the resources

will be collected within the current fiscal year or are expected to be
col l ected soon enough thereafter to be used to pay liabilities of the current
fiscal year. For the District, available means expected to be received

within sixty days of the fiscal year end.

Nonexchange transactions, in which the District received value wthout
directly giving equal value in return, include property taxes, grants
entitlenents and donations. On an accrual basis, revenue from property taxes
is recognized in the fiscal year for which the taxes are |evied. Revenue
from grants, entitlenments and donations is recognized in the fiscal year in
which all eligibility requirements have been satisfied. Eligibility

requirenents include timng requirements, which specify the year when the
resource are required to be used or the fiscal year when use is first
permtted, matching requirenments, in which the District nust provide |oca

resources to be used for a specified purpose, and expenditure requirenents,
in which the resources are provided to the District on a reinbursenent basis.
On a nodified accrual basis, revenues from nonexchange transactions nust al so
be avail abl e before it can be recognized.

Deferred Revenue — Deferred revenue arises when assets are recogni zed before
revenue recognition criteria have been satisfied.

Grants and entitlenents received before the eligibility requirenments are net
are recorded as deferred revenue on both the accrual and nonaccrual basis of
accounti ng.

Del i nquent property taxes receivable are recorded as deferred revenue on the
nodi fi ed accrual basis because they are consi dered unavail abl e.
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Basi s of Accounting, continued

Expenses/ Expenditures — On the accrual basis of accounting, expenses are
recognized at the tine they are incurred. The fair value of donated
commodities used during the year is reported in the statement of revenues
expenses, and changes in net assets as an expense with a |ike anount reported
as donated commodi ti es revenue.

The neasurenent focus of governnental fund accounting is on decreases in net

financial resources (expenditures) rather than expenses. Expenditures are
generally recognized in the accounting period in which the related fund
liability is incurred, if nmeasurable. Al l ocations of cost, such as

depreciation, are not recognized in governnental funds.

Property Taxes

Property Tax Revenues - Property taxes are levied annually by ordinance,
usually in COctober on the assessed value listed as of the prior January 1,
for all real and personal property in the District. The billings are
consi dered due upon receipt by the taxpayer; however, the actual date is
based on a period ending 30 days after the tax bill nmailing. Property taxes
collected are recorded as revenues in the fiscal year for which they were
| evi ed. All taxes collected are initially deposited into the General Fund

and then transferred to the appropriate fund.

The property tax rates assessed for the year ended June 30, 2003 were 50.7
cents per $100 valuation for real property, 50.7 cents per $100 valuation for
busi ness personal property, 49.0 cents per $100 valuation for notor vehicles,
of which 11.4 cents is for participation in Facility Support Program and 11.4
cents is an equivalent tax restricted to debt service and the construction of
new facilities authorized in KRS 157.621 for qualifying growh districts.

The District levies a utility gross receipts license tax in the anount of 3%
of the gross receipts derived from the furnishings, within the District, of

tel ephonic and telegraphic conmunications services, cablevision services,

el ectric power, water, and natural, artificial and ni xed gas.

Cash and Cash Equival ents

The Board considers demand deposits, money market  funds, and ot her
investments with an original maturity of 90 days or less, to be cash
equi val ent s.

| nvest nent s

The District’'s investnment policy, which conplies wth applicable state
statutes, allows the District to invest excess operating funds in insured
certificates of deposit, obligations of the U S. Government and its agencies
including obligations and contracts for future delivery or purchase of
obligations backed by the full faith and credit of the United States or a
United States governnent agency, bonds or certificates of indebtedness of the
State of Kentucky and of its agencies and the Kentucky School District Liquid
Asset Fund, Plus, and commercial paper rated in the highest category by a
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| nvest nents, continued

nationally recognized rating agency. The District follows GASB No. 31,
Accounting and Financial Reporting for Certain Investments and for External
I nvestnent Pools, which establishes valuation and reporting standards for
certain investnments held by governmental entities.

Recei vabl es

The Board recognizes revenues as receivable when they are neasurable and
receipt is probable. Concentration of credit risk with respect to the
receivables from federal and state governnents is |inmted due to the
hi storical stability of those institutions.

Governnental funds report deferred revenue in connection with receivables for
revenues that are not considered to be available to liquidate liabilities of
the current period. Governnental funds also defer revenue recognition in
connection with resources that have been received, but not yet earned.
Federal, state and local grants to be used or expended as specified by the
grantor are recognized as revenue and recorded as receivables as qualifying
expenditures are nmade. At the end of the current fiscal year, the various
conmponents of deferred revenue reported in the governnental funds were as
fol |l ows:

Unavai | abl e Unear ned

Del i nquent property taxes receivable
(general fund) $ 389, 459 $ -

Grant drawdowns prior to neeting all
eligibility requirenments (special revenue
f unds)

631, 930

Total deferred revenue for governnental funds $ 389,459 $631, 930

I nventories

Inventories are valued at cost or fair market value for U 'S. governnent
commdities received, using the first-in, first-out nethod. I nventories are
expensed when used.

In the governnental funds bal ance sheet, reported inventories in the genera
fund are equally offset by a reserve which indicates that they do not
constitute “available spendable resources”, even though they are a conponent
of total assets.

Prepai d Assets
Paynments made that will benefit periods beyond June 30, 2003 are recorded as
prepaid itens using the consunption nethod. A current asset for the prepaid

anount is recorded at the tine of the purchase and an expenditure/expense is
reported in the year in which services are consuned.
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Capital Assets

General capital assets are those assets not specifically related to
activities reported in the proprietary funds. These assets generally result
from expenditures in the governnental funds. These assets are reported in
the governnmental activities colum of the district-wide statement of net
assets but are not reported in the fund financial statenment balance sheet.

Capital assets utilized by the proprietary funds are reported both in the
busi ness-type activities colum of the district-wide statenent of net assets
and in the respective funds.

All capital assets are capitalized at cost (or estimated historical cost) and
updated for additions and retirenments during the year. Donat ed fixed assets
are recorded at their fair nmarket values as of the date received. The
District maintains a capitalization threshold of one thousand dollars. The
District does not possess any infrastructure. | nprovenents are capitalized

the cost of normal maintenance and repairs that do not add to the val ue of
the asset or materially extend an asset’s life are not.

All reported capital assets are depreciated. | nprovenents are depreciated
over the remaining useful lives of the related capital assets. Depreci ation
is conmputed using the straight-line nmethod over the followi ng useful Iives

for both general capital assets and proprietary fund assets:

Descri ption Esti mated Lives
Bui | di ngs 50 years
Bui | di ng i nprovenents 25 years
Land i nprovenents 20 years
Technol ogy equi pnent 5 years
Vehi cl es 5-10 years
General equi pnent 10- 15 years
Food service equi pment 12 years
Esti mated useful lives are determ ned under guidelines issued by the Kentucky

Depart ment of Education.

I nterfund Bal ances

On fund financial statenments, receivables and payables resulting from short-
term interfund loans are classified as “interfund receivables/payables”.
These anpunts are elinmnated in the governnmental and business-type activities
colums of the statement of net assets, except for the net residual anounts
due between governnental and business-type activities, which are presented as
i nternal bal ances.

Accunul at ed Unpaid Sick Leave Benefits

Upon retirement from the school system an enployee will receive from the
Di strict an anpunt equal to 30% of the value of accumul ated sick | eave.
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Accunul at ed Unpai d Sick Leave Benefits, continued

Sick | eave benefits are accrued as a liability using the term nation paynent
met hod. An accrual for earned sick leave is nmade to the extent that it is
probable that the benefits wll result in termnation paynents. The
liability is based on the School District’s past experience of making
term nati on paynents.

The entire conpensated absence liability is reported on the district-wde
financial statements.

For governnmental fund financial statenents the current portion of wunpaid
accrued sick leave is the anmount expected to be paid using expendable
avai |l abl e resources. These amounts are recorded in the account “accunul ated
sick leave payable” in the general fund. The noncurrent portion of the
liability is not reported.

Encunbrance Accounting

Encunbrances are not liabilities and, therefore, are not recorded as
expenditures until receipt of material or service. For budgetary purposes,
appropriations |apse at fiscal year-end and outstandi ng encunbrances at year-
end are reappropriated in the next year. A reservation of fund bal ance equal
to outstanding encunmbrances at year-end is provided for at June 30, 2003
Accordingly, no differences exist between actual results and the applicable
budgetary data presented in the acconpanying financial statenents.

On- behal f Fringe Benefit Paynents

The Kentucky Departnent of Education (KDE) makes certain fringe benefit
paynments for District enployees, such as teacher retirement enployer match,
health and life insurance, flexible spending and adnministrative fees. During
2003, the District received $9,631,713 in on-behalf fringe benefit paynents
f r om KDE.

Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities and |ong-term obligations are reported in
the district-wide financial statenments, and all payables, accrued liabilities
and | ong-term obligations payable from proprietary funds are reported on the
proprietary fund financial statenents.

In general, payables and accrued liabilities that wll be paid from
governmental funds are reported on the governnental fund financial statenments
regardl ess of whether they wll be liquidated with current resources.
However, <clainms and judgnents, the noncurrent portion of capital |eases,
accurmul ated sick |leave, contractually required pension contributions and
special termnation benefits that will be paid from governnental funds are
reported as a liability in the fund financial statements only to the extent

that they wll be paid wth current, expendable, available financia

resources. In general, paynents made within sixty days after year-end are
considered to have been made with current available financial resources.
Bonds and other long-term obligations that will be paid from governmental

funds are not recognized as a liability in the fund financial statenents
until due.
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Fund Bal ance Reserves

The District reserves those portions of fund equity which are legally
segregated for a specific future use or which do not represent available
expendabl e resources and therefore are not available for appropriation or
expendi ture. Unreserved fund bal ance indicates that portion of fund equity
which is available for appropriation in future periods. Fund equity reserves
have been established for inventories, site based councils, technology
expenditures and capital assets.

Net Assets

Net assets represent the difference between assets and liabilities. Net
assets invested in capital assets, net of related debt consists of capita

assets, net of accumul ated depreciation, reduced by the outstandi ng bal ances
of any borrow ngs used for the acquisition, construction or inprovenent of
those assets. Net assets are reported as restricted when there are
l[imtations inposed on their use either through the enabling I|egislation
adopted by the School District or through external restrictions inposed by
creditors, grantors or |laws or regul ati ons of other governnents.

Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the
primary activity of the proprietary funds. For the School District, those
revenues are primarily charges for neals provided by the various schools and
fees charged for the after school program

The District applies restricted resources when an expense is incurred for
pur poses for which both restricted and unrestricted net assets are avail able.

Interfund Activity
Exchange transactions between funds are reported as revenues in the seller

funds and as expenditures/expenses in the purchaser funds. Fl ows of cash or
goods from one fund to another wthout a requirenent for repaynment are

reported as interfund transfers. Interfund transfers are reported as other
financing sources/uses in governnmental funds and after nonoperating revenues/
expenses in proprietary funds. Repaynents from funds responsible for

particul ar expenditures/expenses to the funds that initially paid for them
are not presented on the financial statenents.

NOTE B — CHANGES I N ACCOUNTI NG PRI NCI PLES AND RESTATEMENT OF FUND BALANCE

During the fiscal year ended June 30, 2003, the District inplemented GASB
Statenent No. 34, “Basic Financial Statenents - and Managenent’'s Di scussion
and Analysis — for State and Local Governnents.”

GASB 34 creates new basic financial statenents for reporting on the School
District’s financial activities. The financial statenments now include
district-wi de financial statenments prepared on an accrual basis of accounting
and fund financial statements which present information for individual major
funds rather than by fund type. Nonmmjor funds are presented in total in one
col um.
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The district-wide financial statenments split the District’s prograns between
busi ness-type and governnental activities. The begi nning net asset anpunt
for governnental programs reflects the change in fund balance for
governnental funds at June 30, 2002, caused by the conversion to the accrual
basi s of accounti ng.

The School District made several changes in accounting principles during the
year. For governnental activities, they began recording prepaid assets,
including inventories and renopved the vacation liability. These changes
bring the District’s funds into conpliance with the fund classifications and
requi renents of GASB 34.

Rest at ement of Fund Bal ance — The restatenent for the above changes and the
transition from governnmental fund balance to net assets of the governnental
activities is presented bel ow.

Speci al Debt Non-
Gener al Revenue Ser vi ce naj or Tot al
Fund Bal ance,
June 30, 2002 $ 6, 065, 549 $ 118, 293 $ 25, 209 $ 1,086,316 $ 7,295, 367
Begi nni ng accr ued
vacation 161, 108 - - - 161, 108
Record begi nning pre-
paid assets and
inventories 476, 079 - - - 476, 079
Adj ust ed Fund Bal ance,
June 30, 2002 $ 6,702,736 $ 118, 293 $ 25, 209 $ 1,086,316 $ 7,932,554
GASB 34 Adj ustnents:
Capital Assets — Net
of Depreciation 63, 768, 755
Long-termLiabilities (40, 913, 755)
Accunul ated si ck
| eave (1, 350, 244)
Accrued interest
payabl e (277, 105)
Accrued vacation
payabl e (161, 108)
Property taxes
recei vabl e 214,034
CGover nrrent al -_—
Activities Net
Assets, June 30, 2002 $ 29,213,131

The District also conducted a fixed asset inventory to conply with GASB 34.
This inventory revealed the existence of obsolete proprietary fixed assets
that have not previously been renoved. Changes as a result of the GASB 34
i mpl enentation are as foll ows:

SCHOOL
FOOD
SERVI CES
Fund bal ance, June 30, 2002 $ 1,843,764
Cbsol ete fixed assets renoved (124, 285)
Adj usted fund bal ance, June 30, 2002 $ 1,719,479

As proprietary funds are already on the accrual basis, no other adjustnents
are necessary for the statenent of net assets.
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NOTE C - ESTI MATES

The preparation of financial statenents in conformty wth accounting
principles generally accepted in the United States of Anmerica requires
managenment to nmake estimtes and assunptions that affect reported anounts of
assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statenments, and the reported anmounts of revenues
and expenses/expenditures during the reporting period. Actual results could
differ fromthose estimtes.

NOTE D - DEPCSI TS

The District nmaintains a common checking account for all funds. School Food
Services and After School Program funds mai ntain additional deposit accounts.

At year end, the carrying amunt of the District's deposits totaled
$3, 005, 730. The bank bal ance was $4,128,487. O the bank bal ance, $120, 967
was covered by Federal depository insurance and $4,007,520 was covered by
collateral held by the pledging bank, in the pledging bank’'s nane. Kent ucky
regul ations require that any deposit funds not covered by Federal depository
i nsurance be collateralized by Federal or Kentucky obligations having an
aggregate current face value or current quoted nmarket value at |east equal to
t he deposits.

General Fund cash and cash equivalents at June 30, 2003 consisted of the
fol | owi ng:

Carrying Bank
Val ue Bal ance
a d National
I nvest ment account-cash equival ents $ 259,146 $ 259,146
Due to the nature of the funds and linitations inposed by bond issue
requi renents, construction projects, and federal fi nanci al assi st ance

programs, cash within the following funds is considered to be restricted:
SEEK Capital OQutlay Fund, Facility Support Program (FSPK) Fund, Bond and
Interest Redenption Fund, School Construction Fund, and Special Revenue
(Grant) Funds.

Breakdown per financial statenents:

Gover nnent al funds $ 259,146
Proprietary funds 1, 376, 345
Private purpose trust funds 6, 487
Agency funds 1, 363, 752

$ 3,005, 730

NOTE E - | NVESTMENTS

I nvestnents are categorized to give an indication of the level of risk assuned
by the District at year end. Category 1 includes investnents that are insured

registered or held by the District or its agent in the District’s nane.
Category 2 includes uninsured and unregistered investments, with securities held
by the counterparty’s trust departnent or agent in the District’s nane.
Category 3 includes uninsured and unregistered investnents, with securities held
by the counterparty, or by its trust departnent or agent but not in the
Di strict’s nane.
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| nvestments are included

in the balance sheet at fair value, under the caption
“Investments”. The following is a schedule of investnents, categorized by type
and risk, held by the District as of June 30, 2003:

Cat egory Carrying Fair
1 2 3 Anpunt Val ue

Feder al

Securities $9,984,897 % - $ - $ 9,984,897 $ 9,984, 897
NOTE F — CAPI TAL ASSETS
Capital asset activity for the fiscal year ended June 30, 2003, was as foll ows:

Bal ance Bal ance

Governmental Activities July 1, 2002 Addi ti ons Deducti ons June 30, 2003
Land $ 2,220,232 $ 408, 096 $ - $ 2,628, 328
Land i nprovenents 1,722,438 - - 1,722,438
Bui | di ngs and i nprovenents 79, 069, 542 - - 79, 069, 542
Technol ogy equi pnent 4,546, 930 516, 441 (28, 881) 5,034, 490
Vehi cl es 6, 381, 462 803, 499 - 7,184,961
General equi pment 1, 793, 347 360, 653 (1, 380) 2,152,620
Construction in progress - 1,790, 913 - 1, 790,913

Totals at historical cost 95, 733, 951 3,879, 602 (30, 261) 99, 583, 292
Less:

Accurul at ed depreciation 31, 965, 196 3,179, 599 (29, 178) 35, 115, 617
Governmental Activities

Capital Assets — Net $ 63,768, 755 $ 700, 003 $ (1, 083) $ 64,467,675
Busi ness- Type Activities
Furniture and equi pment $ 2,057,933 $ 66, 430 $ (36, 340) $ 2,088,023
Less:

Accunul at ed depreciation 1, 546, 167 107,579 (36, 622) 1,617,124
Busi ness- Type Activities

Capital Assets — Net $ 511, 766 $ (41, 149) $ 282 $ 470, 899

Depreciation for governnental

functi onal categories:

I nstructi onal
Support services:

St udent
District adninistration

Student transportation

Pl ant operations and

mai nt enance

NOTE G - BONDED DEBT AND LEASE OBLI GATI ONS

activities is included in the follow ng

$ 2,587,876
361

67,552

435, 166

88, 644

$ 3,179,599

The anmpbunt shown in the acconpanying financial statements as school building

revenue bonds represents
paynments relating to the bonds

the District's

and the Daviess County School District

future obligations to make |ease

i ssued by the Fiscal Court of Daviess County
Fi nance Corporation.
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The original amunt of each issue, the issue date and current and renaining
interest rates follow

Ori gi nal
| ssue Date Anpunt Rat es
January 1992 $3, 260, 000 5,70 to 5.80 %
December 1992 3, 030, 000 5,10 to 5.60 %
May 1993 1, 580, 000 4,90 to 5.00 %
November 1993 7,175, 000 4.25 to 4.50 %
May 1994 7,500, 000 5,30 to 5.40 %
August 1995 2,500, 000 5,20 to 5.25 %
June 1996 16, 000, 000 5,30 to 5.625 %
April 1997 4,420, 000 5,25 to05.30 %
June 1998 5, 295, 000 4.125 to 4.40 %
April 2000 4,200, 000 5,00 to 5.375 %
March 2002 3, 020, 000 2.10 to 4.40 %
December 2002 5, 315, 000 2.0 to 3.75 %

The District is obligated to nmake |ease paynments in anobunts sufficient to
satisfy debt service requirenents on bonds issued by the Daviess County Fiscal
Court and the Daviess County School District Finance Corporation to construct
school facilities. The District has an option to purchase the property under
| ease at any tine by retiring the bonds then outstanding.

In Decenber 2002, the District issued $5,315,000 in Refunding Revenue Bonds to
advance refund $480,000 and $4, 365,000 of outstanding 1993-A and 1994 Series
bonds, respectively. The delivery of the bond issue was Decenber 15, 2002. The
net proceeds of $5,298,161 (after paynment of $54,575 in underwriting fees,
i nsurance, and other issuance costs) were used to purchase $5,239,017 in U.S.
governnent securities and $4,569 in cash. Those securities and cash were
deposited in an irrevocable trust with an escrow agent to provide for the
def easance of the 1993-A bond series scheduled to mature on and after My 1,
2006 and the 1994 bond series scheduled to mature on and after May 1, 2006, the
interest on and redenption of the 1993-A series bonds scheduled to mature on My
1, 2003, the interest due on the 1994 series bond on May 1, 2003, Decenber 1,
2003, and May 1, 2004. The 1993-A bond series and the 1994 bond series wll be
redeened at a price of 102% of the principal amobunt redeened on May 1, 2003 and
May 1, 2004, respectively. As a result, the 1993-A bond series scheduled to
mature on and after May 1, 2006, as well as the 1994 bond series scheduled to
mature on and after May 1, 2006, are considered to be defeased and the liability
for those bonds has been renoved fromlong-termliabilities.

The District advance refunded the 1993-A and 1994 Series bonds to reduce its
total debt service paynents over the next 11 years by approximtely $377,500 and
to obtain an economic gain (difference between present values of the debt
service paynents on the old and new debt) of approxi mately $315, 000.

The Daviess County School District has entered into "participation agreenents"
with the Kentucky School Facility Construction Conmi ssion. The Conmi ssion was
created by the Kentucky Legislature for the purpose of assisting |ocal school
districts in neeting school construction needs. The following table sets forth
the amount to be paid by the District and the Commission for each year until
maturity of all bond issues.
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The bonds may be cal

in each issue. Assumi ng no bonds are called prior
of the District,
30, 2003 for debt service (principal

m ni mrum obligations
Conmmi ssion, at June
foll ows:

led prior to maturity and redenption premuns are specified

DAVI ESS COUNTY
SCHOOL DI STRI CT

i ncludi ng anounts

to scheduled maturity, the
to be paid by the

and interest) are as

KENTUCKY SCHOOL
CONSTRUCTI ON COVM SSI ON

YEAR PRI NCI PAL | NTEREST PRI NCI PAL | NTEREST TOTAL
2003- 04 $ 1,967,680 $ 1,526,878 $ 997, 320 $ 303,384 $ 4,795, 262
2004- 05 2,067,514 1,425, 452 1,042, 486 258, 930 4,794, 382
2005- 06 2,171, 231 1, 323,710 1, 088, 769 212,808 4,796,518
2006- 07 2,263, 243 1, 225, 233 1, 136, 757 164, 308 4,789, 541
2007-08 2,367, 307 1,122,437 1,187,693 113, 336 4,790,773
2008- 09 2,361, 163 1,018, 231 553, 837 75, 195 4,008, 426
2009- 10 2,470, 189 908, 305 579, 811 50, 664 4,008, 969
2010-11 2,591,726 790, 599 223,274 24,817 3,630, 416
2011-12 2,624, 860 665, 668 70, 140 14, 652 3,375, 320
2012-13 2,529, 849 542,527 45, 151 11,784 3,129, 311
2013- 14 2,347, 442 422,414 47,558 9, 378 2,826, 792
2014- 15 1, 844,908 303, 313 50, 092 6, 843 2, 205, 156
2015- 16 1, 952, 986 201, 311 47,014 4,324 2, 205, 635
2016- 17 574,592 97, 045 40, 408 2,142 714,187
2017-18 400, 000 66, 382 - - 466, 382
2018-19 410, 000 44,882 - - 454, 882
2019- 20 425, 000 22,844 - - 447, 844

$ 31,369,690 $ 11,707,231 $ 7,110,310 $ 1,252,565 $ 51,439, 796
A sunmary of the changes in the long-termliabilities during the fiscal year
ended June 30, 2003, is as follows:
Bal ance Bal ance Due
July 1, June 30, Wt hin
2002 Addi tions Reducti ons 2003 One Year
CGovernmental activities

School building

revenue bonds $40, 805, 000 $5, 315, 000 $(7, 640, 000) $38, 480, 000 $ 2,965, 000

Less deferred anounts

For issuance

di scounts - (16, 839) 1, 403 (15, 436) (1,403)

On refunding - (398, 586) 33, 216 (365, 370) (33, 216)

40, 805, 000 4,899, 575 (7,605, 381) 38, 099, 194 2,930, 381

Not es payabl e 108, 755 - (32,512) 76, 243 30, 496

Accrued vacation

payabl e 161, 108 310, 112 (325, 301) 145, 919 145, 919

Accrued sick | eave 1, 350, 244 255, 844 (272, 398) 1, 333,690 270, 000

$42, 425,107 $5, 465,531 $(8, 235, 592) $39, 655, 046 $ 3,376,796
For the governnental activities, <claims and judgnents and conpensated

absences are generally liquidated by the general fund.

In prior years, the Daviess County Schoo
obligations by placing the proceeds of
provide for all future debt
the trust account assets and
included in the Daviess County School
June 30, 2003 $2, 810, 000 of bonds outstanding are consi dered def eased.

t he

liability for
District’s financial

Board defeased certain general

new bonds in an
service paynents on the old bonds.
the defeased bonds are not
st at enent s. On

Cont i nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO THE FI NANCI AL STATEMENTS
JUNE 30, 2003
NOTE H - NOTES PAYABLE
Not es payabl e at June 30, 2003, consists of the follow ng:

Not e payable to the U S. Environmental Protection Agency, non-
i nterest bearing, due in equal sem annual installnents of $15,248

until paidin full. $ 76,243
Maturities of notes payable are as foll ows:

2003-04 $ 30, 496

2004- 05 30, 496

2005- 06 15, 251

$ 76,243

The District maintains an operating line of credit in the anmpbunt of $200, 000
at its depository bank. There were no outstandi ng advances on the line as of
June 30, 2003 nor were there any advances during the fiscal year ended June
30, 2003. The line of credit expires June 30, 2004.

During the year, the Board participated in a tax revenue anticipation note
i nvestment program (TRAN) with Kentucky Interlocal School Transportation
Associ ati on (KISTA). The TRAN program is an arbitrage arrangenment in which
funds are made available to districts through financing agreenments, based on
their cash flow and financial position. KI STA invests the funds and the net
interest earned is distributed to participating districts. The Board
received $16,163 in investment earnings from TRAN in 2002-03, and did not
draw any funds from the program during the year. The agreenent expired June
30, 200s3.

NOTE | - ACCRUED SI CK LEAVE BENEFI TS

Upon retirenment from the school system certified and classified enployees
with 27 or nore years of experience will receive fromthe District an anpunt
equal to 30% of the value of accunulated sick |eave. At June 30, 2003, the
accrued liability totaled $1,333,690, which is reported on the district-wde
financi al statenents.

For governnental fund financial statements, the current portion of unpaid
accrued sick leave is the amunt expected to be paid using expendable
avai |l abl e resources. At June 30, 2003, the District did not have an accrued
sick leave liability expected to be paid with expendabl e avail abl e resources.
The noncurrent portion of the liability is not reported in the governnenta

fund financial statenments.

NOTE J — | NTERFUND RECEI VABLES AND PAYABLES

I nterfund bal ances at June 30, 2003 consisted of the follow ng:

Fund Recei vabl e Payabl e
General Fund:
Speci al Revenue Fund $ 376,854 $ -
Nonmaj or Governnental Funds - 1,102, 200
School Food Service - 50, 550
Total General Fund 376, 854 1,152, 750
Cont i nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO THE FI NANCI AL STATEMENTS
JUNE 30, 2003
NOTE J - | NTERFUND RECEI VABLES AND PAYABLES, Conti nued

Fund Recei vabl e Payabl e

Speci al Revenue (Grant) Fund:

General Fund $ - $ 376,854
Nonmaj or Governmental Funds:
General Fund 1,102, 200 -
O her bal ances 191, 546 191, 546
1, 293, 746 191, 546
School Food Service
General Fund 50, 550 -
Tot al $1, 721, 150 $1, 721, 150

Summary of balances due from other funds reported in fund financia
statenments:

$1, 670, 600 Due from other funds, bal ance sheet — governnental funds
Due from ot her funds, statenment of net assets-
50, 550 proprietary funds
$1, 721,150
Al'l interfund bal ances are conprised of short-term cash flow advances at June
30, 200s3.

NOTE K — COVM TMENTS UNDER NONCAPI TALI ZED LEASES

Commitnments wunder operating |ease agreenents for equipnment provide for
m ni mum future rental paynments as of June 30, 2003 as foll ows:

2003-04 $151, 684
2004- 05 113, 124
2005- 06 68, 084
2006- 07 6, 562
Total m ninmum | ease paynents $339, 454

Rent expense for operating |eases having noncancel able |ease terns in excess
of one year was approximately $173,000 for the year ended June 30, 2003.

NOTE L - RETI REMENT PLANS
KTRS

Certified enployees are covered under the Kentucky Teachers’ Retirenent
System (KTRS), a cost-sharing nmultiple-enployer defined benefit pension plan.
KTRS administers retirement and disability annuities, death and survivor
benefits to enployees and beneficiaries of enployees of the pblic school
systenms and other public educational agencies in Kentucky. Cost -of -1iving
adj ustnments (COLA) are 1-1/2% annually. Additional ad hoc increases and any

Cont i nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO THE FI NANCI AL STATEMENTS
JUNE 30, 2003

NOTE L - RETI REMENT PLANS, Continued

ot her benefit amendnments nust be authorized by the CGeneral Assenbly. KTRS
was created by the 1938 GCeneral Assenbly and is governed by Chapter 161,

Sections 220 through 990 of +the Kentucky Revised Statutes (KRS). The
Kentucky Teachers’ Retirenment system issues a publicly available financial
report that i ncludes financi al statements and required supplenentary
information for the defined benefit pension plan. That report may be

obtained by witing to Kentucky Teachers’ Retirement System 479 Versailles
Road, Frankfort, Kentucky 40601-3800.

Contribution rates are established by Kentucky Revised Statutes. Pl an
menbers are required to contribute 9.855% of their salaries and the State is
required to contribute 13.105% of salaries. KRS 161.555 requires that school
districts enploying nmenbers whose position was established by federal
programs to contribute an amunt equal to the nmenber’s contribution.
Matching contributions of $228,937 were submitted by the District for
enpl oyees enployed by federal prograns. KTRS requires that nmenbers of KTRS
occupy a postion requiring either a four (4) vyear college degree or
certification by Kentucky Departnent of Education (KDE).

The Davi ess County Public School District's total payroll for the year was
$48, 007, 264. The payroll for enployees covered under KTRS was $35, 160, 687.

For the year ended June 30, 2003, the Commonweal th contributed $4,378,871 to
KTRS for the benefit of District participating enpl oyees.

The District had rm contribution requirenments to KTRS for the years ended
June 30, 2003, 2002 and 2001, other than for federal prograns.

CERS

Substantially all other enployees (classified personnel) are covered under
the County Enployees’ Retirenent System (CERS), a cost-sharing, nultiple
enpl oyer, defined benefit plan admnistered by the Board of Trustees of
Kentucky Retirement Systenms (KRS). CERS provides retirenment, disability, and
death benefits to plan nenbers. Reti renent benefits nay extend to
beneficiaries of plan nenbers under certain circunstances. COLA are provided
at the discretion of the State |egislature. Section 61.645 of the Kentucky
Revised Statutes assigns the authority to establish and anend benefit
provisions to the KRS Board of Trustees. The Kentucky Retirenment System
issues a publicly available financial report that includes financial

statements and required supplenentary information for CERS. That report may
be obtained by witing to Kentucky Retirement Systens, 1260 Louisville Road,

Frankfort, Kentucky 40601 or by calling 1-502-564-4646.

Plan nmenbers are required to contribute 5% of their annual «creditable
conpensation and the District is required to contribute at an actuarially
determi ned rate. The current rate is 6.34% of annual covered payroll. The
contribution requirenents of plan nenbers and the District are established
and nmay be anended by KRS Board of Trustees. The District’s contributions to
CERS for the years ended June 30, 2003, 2002, and 2001 were $748, 087,
$703, 356, and $733,102, respectively, equal to the required contributions for
each year.
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO THE FI NANCI AL STATEMENTS
JUNE 30, 2003

NOTE M — COVM TMENTS

At June 30, 2003, the District was involved in construction projects totaling
$10, 817,384 for the construction of a new elenmentary school and additions/
renovations to three elenmentary schools. Approxi mately $8, 615, 000 renmi ned
to be conpleted on these projects at June 30, 2003. Subsequent to the year
ended June 30, 2003, the Board approved construction projects totaling
$1,162,974 for new canopies, doors and security hardware for three schools
and i nprovenents to a high school gym

NOTE N - CONTI NGENCI ES

The District receives funding from federal, state and |ocal governnment
agencies and private contributions. These funds are to be wused for
desi gnated purposes only. For government agency grants, if the grantor's

review indicates that the funds have not been used for the intended purpose

the grantor may request a refund of nonies avanced or refuse to reinburse
the District for its disbursenments. The amount of such future refunds and
unrei nbursed disbursenents, if any, is not expected to be significant.
Continuation of the District's grant prograns is predicated upon the
grantor's satisfaction that the funds provided are being spent as intended
and the grantor's intent to continue their prograns.

The District offers its enployees deferred compensation plans created in
accordance with Internal Revenue Code Section 457. These plans, available to
all eligible District enployees, pernit them to defer a portion of their
salary until future years. Participation in the plans is optional. The
deferred conpensation is not available to enployees wuntil termnination

retirement, death or hardship

The District anticipates no liability for |losses under the plans but has the
duty of due care that would be required of an ordinary prudent investor, and
this duty is managed by a third party adm nistrator

I nvestments are managed by the plan’s trustee. The choice of the investnent
option(s) is made by the participants.

NOTE O - LI TI GATI ON

The District is involved in certain |legal actions which are in various stages
of litigation, the outcome of which are not determinable at this tine.
Management and |egal counsel do not anticipate that there wll be any
material effect on the financial statenments as a result of any cases
presently in progress.

NOTE P - RI SK MANAGEMENT

The District is exposed to various risks of loss related to torts; theft of,
damage to, and destruction of assets, errors and onissions, injuries to
enpl oyees, and natural disasters. The District has obtained insurance for
wor kers’ conpensation, errors and om ssions, general liability coverage, and
commercial insurance for all other risks of |oss. The District also
pur chases unenpl oynment i nsurance. Settled clains resulting from these risks
have not exceeded commercial insurance coverage in any of the past three
fiscal years.
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO THE FI NANCI AL STATEMENTS
JUNE 30, 2003

NOTE Q — DEFICI T OPERATI NG FUND BALANCES

The construction fund of the District
due to construction accounts payabl e,
ot her funds.
year excess of expenditures
reducti on of fund bal ance:

whi ch

over

currently has a deficit
be funded by transfers from
resulted in a current
correspondi ng

The followi ng funds have operations that
revenues

wi | |

resulting in a

fund bal ance

General Fund $ (989, 561)
Speci al Revenue Fund $ (92,462
Debt Service Fund $ (25,209
SEEK Capital CQutlay Fund $ (543, 431)
Construction Fund $ (882,789)
NOTE R - COBRA
Under COBRA, enployers are nmandated to notify term nated enployees of
avai l able continuing insurance coverage. Failure to conply wth this
requi r enent my  put the District at risk for a substantial | oss
(conti ngency) .
NOTE S- TRANSFER OF FUNDS
The followi ng transfers were made during the year
Type From Fund To Fund Pur pose Anpunt
Operating Gener al Speci al Revenue Technol ogy Mat chi ng $ 75, 007
Operating FSPK Debt Service Bond and I nt erest
Redenpti on 3,458, 982
Operati ng SEEK Capit al Debt Service Bond and I nt erest
Cut | ay Redenpti on 32,514
Operating SEEK Capi t al Construction Construction Projects 1, 460, 167
Qut | ay
Operating School Construction Wal k in Freezer 10, 645
Food
Servi ces
Total transfers $5, 037, 315
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO THE FI NANCI AL STATEMENTS
JUNE 30, 2003

NOTE T — ANNUAL FI NANCI AL REPORT DI FFERENCES

A reconciliation of the General Fund cash and cash equival ents as reported on
the annual financial report to the amount presented in the financia
statenments as of June 30, 2003 is as foll ows:

Cash and cash equi val ents per

annual financial report $(4, 143, 802)
Adj ustnents to

Recl ass summer payroll checks from

outstanding to accrued liability $3, 304, 192
To adjust investnent earnings
to actual 2,054 $
To adjust for 2002 W2 adjustnents
incorrectly posted to cash 63, 792
To adjust for cash owed from Specia
Revenue Fund (378, 986)
To recl ass cash equival ents included
in trust account 259, 146
To adjust for cash owed to other funds 1, 152, 750 4,402, 948

Cash and cash equi val ents per Governnenta
Funds Bal ance Sheet $ 259, 146

NOTE U — SUBSEQUENT EVENTS
In July 2003, the District issued $9,995,000 in School Building Revenue Bonds
to finance the construction of a new elenentary school and to renovate two

exi sting elementary schools. The bonds mature on August 1, 2004 through 2023
wWith interest rates ranging from1l.15%to 4.6%
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DAVI ESS COUNTY SCHOOL DI STRI CT

BUDGETARY COMPARI SON SCHEDULE
GENERAL FUND

for the year

Revenues:
From | oca
Taxes:

Property
Mot or vehicl e
Del i nquent
Distilled spirits
Public service conpany
Utilities
Tuition and fees
Ear ni ngs on investnents
Ot her |ocal revenues
I nt ergovernment al -state

sources:

Total revenues
Expendi t ures:
Current:
I nstruction
Support services:
St udent
I nstructional staff
District adm nistration
School adm nistration
Busi ness
Pl ant operations and nmi ntenance
Student transportation
Central office
Conmunity service
Facilities acquisition and construction

Total expenditures

Excess (deficit) of
expendi tures

revenues over

Ot her financing sources (uses)
Proceeds from sale of fixed assets
Operating transfers out

Total other financing sources (uses)

Excess (deficit) of revenues and ot her

financi ng sources over expenditures

and ot her financing uses
Fund bal ance, July 1, 2002
Fund bal ance, June 30, 2003

The acconpanyi ng notes are an integra

ended June 30, 2003

GENERAL FUND

BUDGETED AMOUNTS

VAI RANCE
W TH FI NAL
BUDGET

ORI Gl NAL FI NAL ACTUAL OVER( UNDER)
$10, 069, 624  $11, 107, 614 $10, 978, 153 $ (129, 461)
1,244,808 1,198,278 1,291, 895 93,617
- 63, 000 76, 857 13, 857
72,246 66, 286 64, 634 (1,652)
557, 147 585, 608 573, 895 (11, 713)
2,400, 000 2,597, 000 2,644,872 47,872
70, 000 90, 000 89, 747 (253)
620, 000 1, 000, 000 549, 782 (450, 218)
581, 000 611, 000 810, 195 199, 195
29, 388, 256 31, 838, 290 31, 835, 792 (2,498)
45,003, 081 49, 157, 076 48, 915, 822 (241, 254)
27,504, 149 31, 198, 561 30, 920, 104 (278, 457)
1,634,919 1, 862, 697 1,777, 409 (85, 288)
2,531,720 1,878, 641 1,613, 355 (265, 286)
4,187, 345 3,430, 738 394,876 (3,035, 862)
3,791, 329 3, 631, 875 3, 085, 450 (546, 425)
905, 207 912, 220 753,726 (158, 494)
5, 858, 483 6, 255, 663 5, 847, 080 (408, 583)
3,977, 817 4,994,191 4,688, 945 (305, 246)
825, 037 710, 956 528, 282 (182, 674)
141, 826 161, 230 157, 412 (3,818)
307, 535 120, 061 64, 107 (55, 954)
51, 665, 367 55, 156, 833 49, 830, 746 (5,326, 087)
(6,662,286) (5,999, 757) (914, 924) 5, 084, 833
10, 000 10, 000 370 (9, 630)
(425, 791) (75, 791) (75, 007) 784
(425, 791) (65, 791) (74, 637) (8,846)
(7,088,077) (6,065, 548) (989, 561) 5,075, 987
7,088, 077 6, 065, 548 6,702, 736 637, 188
$ - $ - $ 5,713,175 $ 5,713,175

part of

requi red supplenentary information
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DAVI ESS COUNTY SCHOOL DI STRI CT

BUDGETARY COMPARI SON
SPECI AL REVENUE ( GRANT) FUND

for the year ended June 30, 2003

SPECI AL REVENUE ( GRANT) FUND

BUDGETED AMOUNTS

VARI ANCE
W TH FI NAL
BUDGET

ORI Gl NAL FI NAL ACTUAL OVER ( UNDER)
Revenues:
Local sources $ 53, 138 $ 137,785  $ 134, 819 $ (2,966)
I nt ergovernmental -state 3,427, 166 3, 850,770 3, 936, 145 85, 375
I nt ergovernnental -i ndirect federal 3, 325, 388 4,153, 300 3,829, 664 (323, 636)
I nt ergovernnental -direct federal - - 219, 449 219, 449
Total revenues 6, 805, 692 8, 141, 855 8,120, 077 (21, 778)
Expendi t ures:
Current:
Supplies and materials - 1, 000 - (1, 000)
I nstruction 6, 153, 813 7,315, 683 7,418, 258 102, 575
Support services:
District adm nistration 24,028 23,021 24,392 1,371
School adm nistration 7,030 3,600 7,068 3,468
Pl ant operations and nai ntenance 18,175 13, 812 7,910 (5,902)
Student transportation 212, 664 201, 940 179, 340 (22, 600)
Comunity service 542, 446 657, 806 650, 578 (7,228)
Total expenditures 6, 958, 156 8,216, 862 8, 287, 546 70,684
Excess (deficit) of revenues over
expendi tures (152, 464) (75, 007) (167, 469) 92, 462
Ot her financing sources (uses):
Operating transfers in 154, 464 75, 007 75, 007 -
Total other financing sources (uses) 154, 464 75, 007 75, 007 -
Excess (deficit) of revenues and other
financi ng sources over expenditures
and ot her financing uses 2,000 - (92, 462) (92, 462)
Fund bal ance, July 1, 2002 - - 118, 293 118, 293
Fund bal ance, June 30, 2003 $ 2,000 $ - $ 25,831 $ 25, 831

The acconpanyi ng notes are an integra

part of

required supplenmentary information
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO REQUI RED SUPPLEMENTARY | NFORMATI ON
JUNE 30, 2003

NOTE A - SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI ClI ES
Budget ary Process

Budgetary Basis of Accounting: Annual budgets are adopted on a basis
consistent with accounting principles generally accepted in the United States
of Anmerica for the special revenue (grant) funds and capital project funds.
The annual budget for the general fund is adopted on a basis consistent with
accounting principles generally accepted in the United States of Anerica
except for on-behalf paynents. The Kentucky Departnent of Education does not
permt Kentucky school districts to budget on-behalf paynents. The
District's original budgetary process accounts for certain transactions on a
basis other than U S. GAAP. The mmjor difference between the budgetary basis
and the U S. GAAP basis is that special revenue funds and certain capital
project funds adopt grant or project-length budgets. During the final budget
process, the budget for these funds are adjusted to GAAP basis. Al'l annual
appropriations | apse at fiscal year end.

As required by KRS 160.470, on or before January 31 of each year, the
Di strict comrences budget preparation for the following fiscal year. Before
May 30, a tentative working budget is presented to the Kentucky Departnent of
Education. A final working budget nust be prepared and adopted no | ater than
Septenber 30. The budget is periodically anended and adopted by the Board of
Education during the fiscal year with a final budget adopted by the Board
prior to June 30.

The appropriated budget is prepared by fund unit, function, program |evel
obj ect and project. The legal |level of budgetary control is the fund |evel.

Reconcili ati on Between the Budgetary Basis of Accounting and GAAP

A basis difference exists in the general fund between the GAAP prescribed
basis of accounting for governnmental funds and the budgetary basis used by

the District. The difference relates to on-behalf paynments. The Kent ucky
Department of Education prohibits Kentucky school districts from including
on-behal f paynents in the budget process. Line item differences are as
foll ows:
BUDGET GAAP
BASI S BASI S Dl FFERENCE
Revenues:
I nt ergovernnment al - state $31, 838, 290 $41, 470, 003 $ 9,631,713
Expendi t ures:
I nstruction 31, 198, 561 38,017, 638 6, 819, 077
Support services:
St udent 1, 862, 697 2,242,951 380, 254
I nstructional staff 1, 878, 641 2,147,922 269, 281
District administration 3,430, 738 3,477,527 46, 789
School adm nistration 3,631, 875 4,237,126 605, 251
Busi ness 912, 220 997, 854 85,634
Pl ant operations and mai nt enance 6, 255, 663 6,872,023 616, 360
St udent transportation 4,994,191 5,719, 371 725, 180
Central office 710, 956 775, 899 64, 943
Community service 161, 230 180, 174 18,944
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DAVI ESS COUNTY SCHOOL DI STRI CT
NOTES TO REQUI RED SUPPLEMENTARY | NFORMATI ON
JUNE 30, 2003

NOTE A - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI ClI ES, Conti nued

Budget ary Expenditures in Excess of Appropriations

The special revenue (grant fund) has expenditures in excess of appropriations
for the year ended June 30, 2003. The excess expenditures are a result of

the technol ogy grant fund balance as of July 1, 2002, which was available to
purchase technology related itenms during the year
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Assets:
Due from ot her funds

Tot al assets
Liabilities:
Accounts payabl e
Due to other funds

Total liabilities

Fund Bal ances:
Fund bal ances:

Reserved for encumbrances
Total fund bal ances

Total liabilities and fund bal ances

DAVI ESS COUNTY SCHOOL DI STRI CT

COMVBI NI NG BALANCE SHEET

June 30, 2003

NONMAJOR GOVERNMENTAL FUNDS

TOTAL
CONSTRUC- NONMAJ OR

FSPK SEEK TI ON GOVERNMENTAL

FUND FUNDS FUNDS FUNDS
$ 1,288,335 $ 5,411 $ - $ 1,293, 746
$ 1,288,335 $ 5,411 $ - $ 1,293, 746
$ 1,045 $ - $ 688,371 $ 689,416
- - 191, 546 191, 546
1, 045 - 879, 917 880, 962
1, 287, 290 5,411 (879, 917) 412,784
1, 287, 290 5,411 (879, 917) 412, 784
$ 1,288,335 $ 5,411 $ - $ 1,293, 746

of

The acconpanyi ng notes are an integral part
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DAVI ESS COUNTY SCHOOL DI STRI CT
COMVBI NI NG STATEMENT OF REVENUES, EXPENDI TURES AND CHANGES | N FUND BALANCE
NONMAJOR GOVERNMENTAL FUNDS

for the year

Revenues

From | oca

Taxes:
Property
Mot or vehicle
Distilled spirits
Public Service Conpany

Earni ngs on investnents

I ntergovernmental — state

sources:

Total revenues
Expendi tures:
Capi tal outlay:
Facilities acquisition and construction
Total expenditures

Excess (deficit) of
expendi tures

revenues over

Ot her financing sources (uses):
Operating transfers in
Operating transfers out

Tot al ot her
(uses)

financing sources

Excess (deficit) of revenues and ot her
financi ng sources over expenditures and

ot her financing uses
Fund bal ance, July 1, 2002
Fund bal ance, June 30, 2003

The acconpanyi ng notes are an integra

ended June 30, 2003

TOTAL

CONSTRUC- NONMAJ OR

FSPK SEEK TI ON GOVERNMENTAL

FUND FUND FUND FUNDS
$2,771, 903 $ -8 - $2, 771, 903
327, 764 - - 327, 764
16, 286 - - 16, 286
17,029 2,000 - 19, 029
117,103 , - 117,103
966, 509 947, 900 - 1,914, 409
4,216,594 949, 900 - 5,166, 494
4,924 649 2,353, 601 2,359,174
4,924 649 2,353, 601 2,359,174
4,211, 670 949, 251 (2,353, 601) 2,807, 320
- - 1,470, 812 1,470, 812
(3,458,982) (1,492, 682) - (4, 951, 664)
(3,458,982) (1,492,682) 1,470,812 (3, 480, 852)
752, 688 (543, 431) (882, 789) (673, 532)
534, 603 548, 842 2,871 1,086, 316
$ 1,287,291 $ 5,411 $ (879,918) $ 412,784
part of

required suppl enentary information
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DAVI ESS COUNTY SCHOOL DI STRI CT

BUDGETARY COVPARI SON SCHEUDLE

SEEK CAPI TAL OUTLAY

for the year ended June 30, 2003

Revenues:
Ear ni ngs on investnents
I nt ergovernment al -state
Total revenues

Expendi tures:
Ot her acquisitions

Total expenditures

Excess (deficit) of revenues over
expendi tures

Ot her financing sources (uses)
Operating transfers in
Operating transfers out

Total other financing sources (uses)
Excess (deficit) of revenues and other
financi ng sources over expenditures
and ot her financing uses

Fund bal ance, July 1, 2002

Fund bal ance, June 30, 2003

SEEK CAPI TAL OUTLAY

VARI ANCE
W TH FI NAL

BUDGETED AMOUNTS BUDGET
ORI GI NAL FT NAL ACTUAL OVER ( UNDER)

$ 2,000 2,000 2,000 $ -

939, 112 947, 900 947, 900 -

941, 112 949, 900 949, 900 -
941, 762 1, 498, 742 649 (1,498, 093)
941, 762 1, 498, 742 649 (1,498, 093)
(650) (548, 842) 949,251 (1, 498, 093)

- - (1,492, 682) 1, 492, 682

- - (1,492, 682) 1, 492, 682

(650) (548, 842) (543, 431) 5,411

650 548, 842 548, 842 -

$ - - 5411  $ 5,411
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DAVI ESS COUNTY SCHOOL DI STRI CT

BUDGETARY COVPARI SON SCHEUDLE
FSPK

for the year ended June 30, 2003

FSPK
VARI ANCE
W TH FI NAL
BUDGETED AMOUNTS BUDGET
ORI Gl NAL FI NAL ACTUAL OVER ( UNDER)
Revenues:
From | ocal sources:
Taxes:
Property $ 2,630,672 $ 2,771,903 $ 2,771,903 $ -
Mot or vehicle 319, 182 327,764 327,764 -
Distilled spirits 18, 525 16, 286 16, 286 -
Public service conpany 142, 859 117,103 117,103 -
Ear ni ngs on investnents 5, 000 5, 000 17,029 12, 029
I nt ergovernment al -state 651, 295 966, 509 966, 509 -
Total revenues 3,767,533 4,204, 565 4,216, 594 12, 029
Expendi tures:
Ot her acquisitions 4,029, 541 4,739, 169 4,924 (4,734, 245)
Total expenditures 4,029, 541 4,739, 169 4,924 (4,734, 245)
Excess (deficit) of revenues over
expendi tures (262, 008) (534, 604) 4,211, 670 4,746,274
Ot her financing sources (uses)
Operating transfers out - - (3, 458,982) 3,458, 982
Total other financing sources (uses) - - (3,458,982) 3,458, 982
Excess (deficit) of revenues and ot her
financi ng sources over expenditures
and ot her financing uses (262, 008) (534, 604) 752, 688 1, 287, 292
Fund bal ance, July 1, 2002 262, 008 534, 604 534, 603 (1)
Fund bal ance, June 30, 2003 $ - $ - $ 1,287,291 $ 1,287,291
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DAVI ESS COUNTY SCHOOL DI STRI CT

BUDGETARY COVPARI SON SCHEUDLE
CONSTRUCTI ON FUNDS

for the year ended June 30, 2003

CONSTRUCTI ON

VARI ANCE
W TH FI NAL
BUDGETED AMOUNTS BUDGET
ORI Gl NAL FI NAL ACTUAL OVER ( UNDER)
Revenues:
Ear ni ngs on investnments $ - $ 150, 000 $ - $ (150, 000)
Total revenues - 150, 000 - (150, 000)
Expendi t ures:
Ot her acquisitions - 11, 296, 761 2,353,601 (8,943, 160)
Total expenditures - 11, 296, 761 2,353, 601 (8,943, 160)
Excess (deficit) of revenues over
expendi tures - (11, 146, 761) (2,353,601) (8,793, 160)
Ot her financing sources (uses)
Operating transfers in - 1, 320, 849 1,470, 812 149, 963
Proceeds from sal e of bonds - 9, 825,912 - (9, 825,912)
Total other financing sources (uses) - 11, 146, 761 1,470, 812 (9, 675,949)
Excess (deficit) of revenues and ot her
financi ng sources over expenditures
and ot her financing uses - - (882, 789) (882, 789)
Fund bal ance, July 1, 2002 - - 2,871 2,871
Fund bal ance, June 30, 2003 $ - $ - $ (879,918) $ (879,918)
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Revenues:
Intergovernmental - state:
Transfers from School Facilities
Construction Commission:
For retirement of bonds
For payment of interest
Total revenues

Expenditures:
Payment of bonds and notes
Payment of interest
Debt issuance costs
Total expenditures

Excess (deficit) of revenues
over expenditures

Other financing sources :
Proceeds of refunding bonds
Operating transfers in:
Transfers from FSPK Fund
Transfers from SEEK Capital Outlay

Total other financing sources
Other financing uses:
Discount on refunding bond
Payment to refunded bond escrow agent
Total other financing uses
Excess (deficit) of revenues and other
financing sources over expenditures
and other financing uses

Fund balances, July 1, 2002

Fund balances, June 30, 2003

Vi oo s v

COMBI NI NG SCHEDULE OF REVENUES, EXPENDI TURES AND FUND BALANCES

e

DEBT SERVI CE FUND

—r s

R

FOR THE YEAR ENDED JUNE 30, 2003

JAN DEC MAY NOV MAY AUG JUNE APRIL JUNE APRIL MARCH DECEMBER
1992 1992 1993 1993 1994 1995 1996 1997 1998 2000 2002 2002 EPA
ISSUE ISSUE ISSUE ISSUE ISSUE ISSUE ISSUE ISSUE ISSUE ISSUE ISSUE ISSUE LOANS TOTALS
$16,392 - - $526,796 $ - $8,788 $ - $18,160 $386,768 - $3248 $ - - $960,15:
1,939 - - 145,667 - 8,673 - 21,314 159,782 - 7,610 - - 344,98t
18,331 - - 672,463 - 17,461 - 39,474 546,550 - 10,858 - - 1,305,13;
140,000 140,000 45,000 640,000 330,000 75,000 635,000 170,000 450,000 100,000 30,000 40,000 32,514 2,827,51¢
16,680 37,430 19,977 177,410 181,081 77,625 707,536 194,033 190,031 208,836 117,307 66,382 - 1,994,32¢
- - - - - - - - - - - 54,575 - 54,57¢
156,680 177,430 64,977 817,410 511,081 152625 1,342,536 364,033 640,031 308,836 147,307 160,957 32,514 4,876,41;
(138,349)  (177,430) (64,977) (144,947)  (511,081) (135,164) (1,342,536) (324,559) (93,481) (308,836) (136,449) (160,957) (32,514) (3,571,280
- - - - - - - - - - - 5,315,000 - 5,315,00(
138,349 177,430 64,977 144,947 511,081 135164 1,342,536 324,559 93,481 283,627 136,449 106,382 - 3,458,98:
- - - - - - - - - - - - 32,514 32,51«
138,349 177,430 64,977 144,947 511,081 135164 1,342,536 324,559 93,481 283,627 136,449 5,421,382 32,514 8,806,49¢
- - - - - - - - - - - 16,839 - 16,83¢
- - - - - - - - - - - 5,243,586 - 5,243,58¢
- - - - - - - - - - 5,260,425 - 5,260,42¢
- - - - - - - - (25,209) - - - (25,209
- - - - - - - - 25,209 - - - 25,20¢
- - - T S - - - - - $ - - $ -
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Apol I o Hi gh School
Audubon El enent ary

Beacon Centr al
Hi gh School

Burns M ddl e
School

Burns El enentary

Col | ege Vi ew
M ddl e School

Country Hei ghts
El ement ary

Davi ess County
M ddl e School

Davi ess County
Hi gh School

Hi ghl and
El ement ary

Eastvi ew
El ement ary

Deer Park
El ement ary

Phi | pot El enentary
Sorgho El enentary

Tamar ack
El ement ary

Utica Elementary

West Louisville
El ement ary

Vhitesville
El ement ary

Total s

DAVI ESS COUNTY SCHOOL DI STRI CT

SCHEDULE OF RECEI PTS, DI SBURSEMENTS, AND FUND BALANCES

SCHOOL ACTI VI TY FUNDS
for the year ended June 30, 2003

CASH TOTAL CASH FUND
BALANCE TOTAL DI SBURSE- BALANCE AR I NVEN- AP BALANCES
06/ 30/ 02 RECEI PTS MENTS 06/ 30/ 03 06/ 30/ 03 TORIES 06/30/03 06/ 30/ 03

$ 220,152 $ 743,394 $ 734,619 $ 228,927 $ 2,470 $ 38,000 $ 14,413 $ 254,984
13,872 60, 739 52,211 22,400 85 - - 22,485
8,015 22,666 19,915 10, 766 - - - 10, 766
72,341 194,614 181, 367 85, 588 1,992 4,812 78 92, 314

34, 068 49, 165 43, 291 39, 942 - - - 39, 942
126, 758 258, 853 265, 729 119, 882 - 309 29 120, 162
73,086 77,684 71,227 79, 543 - 164 119 79,588

46, 063 256, 666 237,339 65, 390 - - - 65, 390
431, 792 1,042,014 1, 006, 484 467, 322 7,179 13, 245 6,419 481, 327
40, 274 110, 535 112, 161 38, 648 416 4,763 - 43, 827
75,917 50, 540 80, 030 46, 427 - 515 - 46, 942

28, 899 35, 381 31, 346 32,934 - - - 32,934
4,061 30, 491 29,725 4,827 - 431 - 5, 258

16, 688 38,573 37,670 17,591 97 - - 17,688

36, 756 101, 577 104, 201 34,132 173 - 300 34, 005

9, 079 15, 668 15, 365 9, 382 - - - 9, 382

28, 298 16, 266 16, 215 28, 349 - 355 - 28,704

21, 848 43, 757 33, 903 31,702 - 61 83 31, 680

$1, 287,967 $3,148,583 $3,072,798 $1, 363, 752 $ 12,412 $ 62,655 $ 21,441 $1,417,6 378

54



DAVI ESS COUNTY SCHOOL DI STRI CT

APOLLO HI GH SCHOOL ACTI VI TY FUNDS

SCHEDULE OF RECEI PTS, DI SBURSEMENTS AND FUND BALANCES

GENERAL FUND
OFFICE

AHS ALUMNI

AP EXAMS

BANQUET

BAND UNIFORMS
GRADUATION

PROM

COMPUTER
CONTINGENCY
FUNDRAISER
GUIDANCE
INTERNATIONAL BACCAL
INTERMURAL
INTEREST

LOCKS

NECESSITIES

OVER YOUR HEAD
PROJECT GRADUATION
RENNAISSANCE

SITE BASE COUNCIL
CHALLENGER
SPECIAL TOPICS
TEXAS GAS

VIDEO YEARBOOK
WORLD OF WORK
YEARBOOK
STUDENT ASSISTANCE
STUDENT VENDING
ADULT VENDING
ATHLETIC DIRECTOR
BOYS BASKETBALL
ATHLETIC BOOSTER
ATHLETIC BUDGET
BASEBALL/LT
BASEBALL

BOYS CROSS COUNTRY
GIRLS CROSS COUNTRY
CHEERLEADERS
E-GALS

EAGLETTES
FOOTBALL

FIELD MAINTENANCE
GENERAL ATHLETICS
GIRLS BASKETBALL
GIRLS GOLF

BOYS GOLF

GATE

VENDING MACHINES
GIRLS TRACK
SOFTBALL

GIRLS SOCCER
BOYS SOCCER
SPORTS PROGRAMS
SUPPLY STORE
SWIM TEAM/G&B
TENNIS/B&G
DISTRICT SOFTBALL
BOYS TRACK
ATHLETIC VENDING

for the year

ended June 30, 2003

55

CASH TOTAL CASH FUND
BALANCE TOTAL  DISBURSE BALANCE AR AIP BALANCES
6/30/02 RECEIPTS MENTS  TRANSFERS 6/30/03 6/30/03  6/30/03 6/30/03

4,963 $ 112$  (1,877) $  (104) 3,094 0 0 $ 3094
1,008 279 (12,592) 20,998 9,693 0 0 9,693
10 0 0 0 10 0 0 10
410 12,067 (11,228) (29) 1,220 0 0 1,220
0 2,000 (997) (1,003) 0 0 0 0
750 0 0 0 750 0 0 750
0 10 (2,304) 2,294 0 0 0 0

0 4,050 (6,245) 2,195 0 0 0 0
1,331 70 (1,731) 1,991 1,661 0 0 1,661
12,889 0 (2,828) (15) 10,046 0 0 10,046
0 12,166 (6,368) (5,798) 0 0 0 0

0 252 (1,734) 1,943 461 0 0 461
4,293 0 (8,827) 7,512 2,978 0 0 2,978
351 1,534 (610) 0 1,275 0 0 1,275
0 4,475 0 (4,205) 270 0 0 270

0 150 (5) 0 145 0 0 145

115 81 (106) 0 90 0 0 90
943 995 (1,492) 110 556 0 0 556
882 5,947 (6,754) (22) 53 0 0 53
0 2,091 (7,030) 4,939 0 0 0 0
917 0 (850) (67) 0 0 0 0
3,345 1,475 (2,646) 213 2,387 0 0 2,387
2,185 1,058 (2,820) 605 1,028 0 0 1,028
0 25 0 0 25 0 0 25
2,652 1,775 (1,997) ) 2,429 0 0 2,429
0 0 (132) 132 0 0 0 0
6,354 15,349 (12,430) (1,120) 8,153 0 0 8,153
1,252 1,385 (1,261) 889 2,265 0 0 2,265
7,732 26,556 (19,123) (940) 14,225 0 0 14,225
2,831 2,449 (4,935) 1,235 1,580 0 0 1,580
0 0 (680) 680 0 0 0 0
1,648 26,807 (42,098) 13,785 142 0 0 142
3571 44,361 (22,486) (22,310) 3,136 0 (266) 2,870
0 1,752 0 (1,752) 0 0 0 0
6,280 23,517 (9,397) (11,535) 8,865 0 0 8,865
0 1,768 (19,363) 17,595 0 0 0 0
157 1,912 (2,940) 871 0 0 0 0
0 1,486 (2,777) 1,291 0 0 0 0
2,955 14,645 (17,407) 4,283 4,476 0 0 4,476
2,490 6,754 (6,404) 27 2,867 0 0 2,867
4,540 22,359 (27,765) 3,922 3,056 0 0 3,056
0 7,054 (28,560) 21,506 0 0 0 0
615 0 (1,608) 993 0 0 0 0
38,700 10,582 (42,320) 9,524 16,486 0 (5,247) 11,239
6,691 2,552 (16,065) 7,811 989 0 0 989
277 250 (2,246) 1,719 0 0 0 0
0 288 (2,368) 2,080 0 0 0 0

0 81,406 (4,525) (76,881) 0 0 0 0

0 775 0 (775) 0 2,470 0 2,470
910 2,805 (7,032) 3,317 0 0 0 0
0 9,410 (12,269) 3,990 1,131 0 0 1,131

0 0 (4,291) 4,291 0 0 0 0

0 955 (4,310) 3,355 0 0 0 0

0 5,940 (1,172) (4,768) 0 0 0 0
2,351 18,471 (13,947) (3,546) 3,329 0 0 3,329
0 1,604 (3,186) 1,582 0 0 0 0

0 1,317 (4,963) 3,646 0 0 0 0

0 2,420 (1,987) (433) 0 0 0 0
184 1,301 (3,476) 2,436 445 0 0 445
0 4,868 (4,868) 0 0 0 0

Cont i nued



SCHEDULE

APOLLO HI GH SCHOOL ACTI VI TY FUNDS
OF RECEI PTS, DI SBURSEMENTS AND FUND BALANCES, Conti nued
ended June 30, 2003

for the year

CASH TOTAL CASH FUND
BALANCE TOTAL DISBURSE BALANCE AR AP BALANCES
6/30/02 RECEIPTS MENTS TRANSFERS  6/30/03 6/30/03 6/30/03 6/30/03
VOLLEYBALL $ 2316$ 25201$ (26,931) $ 2,236 $ 2,822 0 0 $ 2,822
SEMISTATE BB 0 7,783 (6,759) (1,024) 0 0 0 0
REGIONAL BB 0 9,506 (7,622) (1,884) 0 0 0 0
ART CLUB 194 0 0 0 194 0 0 194
BETA 316 6,723 (6,714) 3) 322 0 0 322
CHESS 0 161 (688) 527 0 0 0 0
DRAMA 2,655 3,491 (5,278) (26) 842 0 0 842
COUNCIL FOR EX CHILD 912 2,027 (2,127) (24) 788 0 0 788
FFA ALUMNI 2,714 165 (5,587) 4,000 1,292 0 0 1,292
FBLA 383 6,188 (6,715) 1,184 1,040 0 0 1,040
FCA 80 0 0 0 80 0 0 80
FUTURE ED OF AMERICA 0 100 (100) 100 100 0 0 100
FFA 3,917 31,184 (24,447) (6,152) 4,502 0 0 4,502
FCCLA 130 0 0 0 130 0 0 130
FILM CLUB 0 40 (35) 0 5 0 0 5
FRENCH 9 1,075 (628) (456) 0 0 0 0
GERMAN 9 0 0 (9) 0 0 0 0
HABITAT 87 1,200 (1,228) 0 59 0 0 59
ACADEMIC TEAM 196 8,680 (8,001) (11) 864 0 0 864
KEY CLUB 3 1,035 (804) 0 234 0 0 234
NATIONAL HONOR SOCIETY 1,145 1,887 (2,206) (100) 726 0 0 726
PTSO 35 1,255 (1,096) 0 194 0 0 194
ROTC BOOSTER 1,669 1,386 (1,225) 25 1,855 0 0 1,855
STUDENT COUNCIL 7,198 6,402 (8,634) (678) 4,288 0 0 4,288
SADD 250 199 (230) (56) 163 0 0 163
Csl 15 0 0 0 15 0 0 15
SPANISH 3,695 0 (3,695) 0 0 0 0 0
SPIRIT 267 6,565 (6,994) 390 228 0 0 228
COED-Y 50 2,368 (2,451) 33 0 0 0 0
YOUNG DEMOCRATS 0 18 0 0 18 0 0 18
TSA 0 1,897 (1,933) 434 398 0 0 398
AIR FORCE 5,406 8,951 (6,385) 373 8,345 0 0 8,345
AG 0 0 (1,755) 1,755 0 0 0 0
ART 0 0 (1,244) 2,893 1,649 0 0 1,649
BAND 356 51,404 (42,232) (2,034) 7,494 0 0 7,494
BUSINESS 0 0 (1,105) 1,258 153 0 0 153
CHORUS 395 13,652 (11,716) 466 2,797 0 0 2,797
CAREER TRANSITION 0 0 (153) 229 76 0 0 76
DRIVER ED 0 150 (3,756) 3,606 0 0 0 0
ENGLISH 0 153 (1,590) 1,461 24 0 0 24
FRESHMAN TEAM 1 0 1,400 (1,296) (104) 0 0 0 0
FINE ARTS 0 557 (1,392) 891 56 0 0 56
FOREIGN LANGUAGE 200 2,030 (3,871) 3,221 1,580 0 (614) 966
FMD 200 250 (354) 264 360 0 0 360
GREENHOUSE 4,651 4,144 (11,061) 8,580 6,314 0 0 6,314
CONSUMER SCIENCE 1,795 0 (4,927) 3,132 0 0 0 0
MATH 0 984 (651) 101 434 0 0 434
MMD 0 543 (1,018) 1,095 620 0 0 620
ORCHESTRA 0 683 (705) 381 359 0 0 359
HEALTH/PE 0 276 (509) 643 410 0 0 410
ROTC 4,931 10,913 (11,587) (207) 4,050 0 0 4,050
SCIENCE 0 243 (556) 313 0 0 0 0
SPEECH 2 0 (70) 68 0 0 0 0
SPECIAL SERVICES 0 510 (512) 239 237 0 0 237
SOCIAL STUDIES 0 0 (692) 692 0 0 0 0
TECH-ED 1,358 730 (660) (915) 513 0 0 513
LIBRARY COPY MACHINE 153 347 (1,135) 635 0 0 0 0
LIBRARY FINES 1,024 2,037 (3,223) 668 506 0 0 506
AUDIO VISUAL 1,065 30 (1,693) 1,061 463 0 0 463
POSTER PRINTER 700 135 (1,685) 1,515 665 0 0 665
STUDENT FEES 0 100,350 (1,537) (98,515) 298 0 0 298
LOST/DAMAGED BOOKS 0 3,102 (132) 26 2,996 0 0 2,996
Cont i nued
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BOOK RENTAL

CHEER SCHOLARSHIP
CASH DRAWER CHANGE
LATHAM SCHOLARSHIP
EAGLE FAMILY

COKE SCHOLARSHIP
PRUDEN SCHOLARSHIP
EAGLE HIGH TRUST

INVENTORIES

APOLLO HI GH SCHOOL ACTIVITY FUNDS
SCHEDULE OF RECEI PTS, DI SBURSEMENTS AND FUND BALANCES, Conti nued
for the year ended June 30, 2003

CASH TOTAL CASH FUND
BALANCE TOTAL DISBURSE BALANCE AR AP BALANCES
6/30/02 RECEIPTS MENTS  TRANSFERS  6/30/03  6/30/03  6/30/03 6/30/03

$ 0% 0$ (53456) $ 53456 $ 0 $ 0 $ 0 0

1,447 0 0 24 1,471 0 0 1,471

0 100 (100) 0 0 0 0 0

12,258 0 (500) 202 11,960 0 0 11,960

592 1,470 (2,000) 13 75 0 0 75

0 13,809 0 123 13,932 0 0 13,932

17,677 550 0 297 18,524 0 0 18,524
11,115 3,645 (2,669) 0 12,091 0 (8,286) 3,805

$ 220,152 $ 743394$ (734,619) $ 0 $ 228927 $ 2470 $(14,413) 216,984
38,000

$ 254,984
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DAVI ESS COUNTY SCHOOL DI STRI CT
DAVI ESS COUNTY HI GH SCHOOL ACTI VI TY FUNDS
SCHEDULE COF RECEI PTS, DI SBURSEMENTS AND FUND BALANCES
for the year ended June 30, 2003

CASH TOTAL CASH FUND

BALANCE TOTAL  DISBURSE BALANCE BALANCES

6/30/2002 RECEIPTS MENTS TRANSFERS  6/30/2003 A/R AP 6/30/2003
GENERAL FUND $ 14102 $ 13340% (4918 $ 3848 $ 26372 $ 0% 0 $ 26372
OFFICE SUPPLIES 8,536 458 (8,203) 9,994 10,785 0 0 10,785
ACCOUNT 0 2,011 0 0 2,011 0 0 2,011
ACTIVITY FEES 0 161,672 (71,881) (87,920) 1,871 0 0 1,871
MISC. MAINTENANCE 729 0 (416) 1,500 1,813 0 0 1,813
MISC. TEXTBOOKS 3,645 0 (2,135) 1,500 3,010 0 0 3,010
SBDM COUNCIL 697 0 (361) (336) 0 0 0 0
STUDENT FEES/$24 2,625 323 (7,878) 15,114 10,184 0 0 10,184
TEXTBOOKS/STATE 25 1,002 (1,037) 10 0 0 0 0
TRAVEL 6,798 0 (664) 1,108 7,242 0 0 7,242
VENDING 61,883 37,745 (20,918) (14,158) 64,552 6,265 (38) 70,779
FACULTY VENDING 3,279 4,091 (4,918) 0 2,452 469 0 2,921
PANTHERMART 2,291 1,886 (2,931) 150 1,396 0 0 1,396
PICTURE COMMISSION 0 4,382 0 0 4,382 0 0 4,382
MAGAZINE 17,610 63,168 (38,477) (26,392) 15,909 0 0 15,909
NICKEL WAR 1,143 4,752 (3,298) 50 2,647 0 0 2,647
ATHLETICS GENERAL 3,127 110,978 (54,659) (59,446) 0 0 0 0
ATHLETIC TRAINING 0 0 (3,087) 3,276 189 0 0 189
ATHLETIC BOOSTERS 5,179 76,677 (43,174) (33,579) 5,103 0 0 5,103
BASEBALL SIGNS 1,184 6,425 (4,137) 0 3,472 0 0 3,472
BASEBALL 201 3,659 (9,488) 6,105 477 0 0 477
BASEBALL-DISTRICT 0 4,866 (3,553) 0 1,313 0 0 1,313
BASEBALL TOURNAMENT 0 2,968 (2,220) 0 748 0 0 748
BASKETBALL CAMP GIRLS 160 2,865 (2,931) (93) 1 0 0 1
BASKETBALL-BOYS 977 15,392 (21,848) 7,236 1,757 0 (1,350) 407
BOYS BKB TOURNAMENT 0 6,792 (3,398) (3,394) 0 0 0 0
BASKETBALL-GIRLS 0 6,945 (16,008) 9,063 0 0 0 0
BASKETBALL CAMP BOYS 1,032 3,631 (3,987) (62) 614 0 0 614
BBK SHIRTS 0 5,369 (5,827) 458 0 0 0 0
CC/TR INVITATIONALS 4,321 7,647 (7,908) (448) 3,612 0 0 3,612
TRACK- REGIONAL 0 1,828 (1,045) 0 783 0 0 783
CC/TRACK BOYS 2,012 6,696 (12,174) 6,825 3,359 0 0 3,359
CROSS COUNTRY -GIRLS 290 1,494 (3,591) 2,834 1,027 0 0 1,027
TRACK GIRLS 287 1,574 (4,638) 3,780 1,003 0 0 1,003
CHEERLEADERS 7,393 41,266 (48,190) 6,224 6,693 0 0 6,693
FIELD MAINTENANCE 0 0 (6,059) 6,059 0 0 0 0
FOOTBALL 2,800 5,059 (29,552) 21,693 0 0 0 0
GOLF TOURNAMENT 150 4,465 (4,050) (565) 0 0 0 0
GOLF BOYS 0 959 (2,410) 1,451 0 0 0 0
GOLF GIRLS 46 564 (2,082) 1,472 0 0 0 0
PANTHERETTES 1,237 8,568 (9,313) 3,782 4,274 0 0 4,274
SOCCER-SUB SECTIONAL 0 1,248 (1,148) (100) 0 0 0 0
SOCCER BOYS 1,264 4,435 (11,435) 5,868 132 0 0 132
SOCCER TOURNAMENT 0 1,028 (638) (390) 0 0 0 0
SOCCER GIRLS 33 5,228 (7,717) 2,720 264 0 0 264
SOFTBALL 0 1,912 (5,441) 6,116 2,587 0 0 2,587
BASEBALL 523 0 0 (523) 0 0 0 0
BASEBALL FLORIDA 0 12,082 (12,408) 326 0 0 0 0
STATE TOURNAMENT EXP. 1,037 5,910 (12,426) 7,000 1,521 0 0 1,521
SWIMMING 3,818 3,389 (4,638) 429 2,998 0 0 2,998
TENNIS BOYS 720 238 (1,561) 943 340 0 0 340
TENNIS GIRLS 862 776 (2,965) 1,327 0 0 0 0
VOLLEYBALL 65 1,882 (4,416) 2,469 0 0 0 0
VOLLEYBALL TOURNAMENT 0 5,060 (4,335) (725) 0 0 0 0

Cont i nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
DAVI ESS COUNTY HI GH SCHOOL ACTI VI TY FUNDS

SCHEDULE OF RECEI PTS, DI SBURSEMENTS AND FUND BALANCES

4-H CLUB
ART CLUB

BETA CLUB

CHRISTIAN STU. UNION
DRAMA CLUB

FBLA

FCCLA

FELLOW CHRISTIAN
FFA

FISH & GAME CLUB
FRENCH CLUB

FUTURE TEACHERS CLUB
INTERACT CLUB

JR. CIVITAN CLUB

KEY CLUB

JR CLASSICAL LEAGUE
NATIONAL HONOR SOCIETY
PEP CLUB

QUILL & SCROLL CLUB
RECYCLE CLUB

SADD

SPANISH CLUB
STUDENT COUNCIL
YOUNG REPUBLICANS
CO-ED Y CLUB

AG MECHANICS

AG/IND TECH ACADEMY
BUSINESS ED ACADEMY
CAREER PREP
CONSTRUCTION
EBD-HOPWOOD

FINE ARTS/MASS COMM.
GUIDANCE

HEALTH WELLNESS
HORTICULTURE
LIBERAL ARTS ACADEMY
LIBRARY

MATH/SCIENCE ACADEMY
SPECIAL SERVICES
ACADEMIC TEAM

BAND BOOSTERS
BAND-CAPITAL

BIG RED MACHINE

BUS TRAVEL

CLASS OF 2006

CLASS OF 2002

CLASS OF 2003

CLASS OF 2004

CLASS OF 2005

DRAMA

DRAMA MUSICAL
GRAD/SRACTIVITIES
MADRIGAL SINGERS

for the year

ended June 30, 2003

CASH TOTAL CASH FUND
BALANCE TOTAL  DISBURSE BALANCE BALANCES
6/30/2002 RECEIPTS MENTS  TRANSFERS 6/30/2003 AR AP 6/30/2003

$ 14 $ 105 $ (119) $ 0o 3 0 0% 0 $ 0
510 170 0 (15) 665 0 0 665
630 940 (1,178) 225 617 0 0 617
134 0 0 0 134 0 0 134

0 1,152 (1,066) 0 86 0 0 86
554 2,379 (2,819) 235 349 0 0 349
325 3,167 (2,582) (190) 720 0 0 720
209 1,269 (40) 0 1,438 0 0 1,438
1,097 10,212 (11,428) 269 150 0 (130) 20
104 0 0 0 104 0 0 104
516 65 (179) (15) 387 0 0 387
309 0 (100) 0 209 0 0 209
765 0 0 0 765 0 0 765
781 352 (220) (30) 883 0 0 883
651 1,345 (1,376) (65) 555 0 0 555
340 4,375 (4,078) (324) 313 0 0 313
0 1,817 (1,312) (460) 45 0 0 45
1,485 645 (1,840) (200) 90 0 0 90
215 120 (77) (15) 243 0 0 243
24 112 (129) 0 7 0 0 7
565 806 (628) (54) 689 0 0 689
239 902 (767) (195) 179 0 0 179
295 1,586 (1,074) (30) 777 0 0 777
305 200 (254) (15) 236 0 0 236
1,706 10,180 (9,645) 0 2,241 0 0 2,241
0 2,198 (2,712) 714 200 0 0 200
347 500 (5,502) 4,655 0 0 0 0
4,355 0 (4,552) 2,192 1,995 0 0 1,995
52 0 0 34 86 0 0 86
2,169 9,050 (9,892) 0 1,327 0 0 1,327
212 0 (185) 27) 0 0 0 0
3,816 4,419 (21,798) 16,902 3,339 0 0 3,339
4,062 15,570 (14,027) (155) 5,450 0 0 5,450
941 8,374 (14,523) 7,829 2,621 0 0 2,621
0 9,110 (9,580) 626 156 0 0 156
2,673 3,044 (12,943) 7,226 0 0 0 0
3,602 1,620 (2,898) 128 2,452 0 0 2,452
593 1,257 (9,572) 8,604 882 0 (74) 808
0 0 0 40 40 0 0 40
531 3,675 (7,237) 3,031 0 0 0 0
1,263 132,789  (127,570) (2,129) 4,353 0 (150) 4,203
9,056 16,480 (25,097) 1,200 1,639 0 0 1,639
816 5,585 (6,550) 149 0 0 0 0
0 0 (162) 162 0 0 0 0
0 0 0 50 50 0 0 50
217 0 0 (217) 0 0 0 0
0 1,459 (1,262) 50 247 0 0 247
15 0 (44) 50 21 0 0 21
0 0 0 50 50 0 0 50
2,435 10,113 (10,909) (88) 1,551 0 (75) 1,476
54 4,418 (5,137) 665 0 0 0 0
1,600 370 (11,744) 9,909 135 0 0 135
111 603 (6086) 0 108 0 77) 31
Cont i nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
DAVI ESS COUNTY HI GH SCHOOL ACTI VI TY FUNDS
SCHEDULE COF RECEI PTS, DI SBURSEMENTS AND FUND BALANCES
for the year ended June 30, 2003

CASH TOTAL CASH FUND
BALANCE TOTAL  DISBURSE BALANCE BALANCES
6/30/2002 RECEIPTS MENTS  TRANSFERS 6/30/2003 A/R AlP 6/30/2003

PAWS $ 2170 2,380% (4501) $ (49) $ 0 $ 0% 0o s 0
TARGET DONATION 0 1,465 0 0 1,465 0 0 1,465
PROM 8,292 7,628 (8,570) 800 8,150 0 0 8,150
RENAISSANCE REWARDS 0 1,239 (13,217) 24,824 12,846 0 0 12,846
SPECIAL SCIENCE 316 0 (70) 0 246 0 0 246
T-SHIRTS 8,511 32,639  (42,340) 1,190 0 0 0 0
TALENT SHOW 410 0 0 (410) 0 0 0 0
YEARBOOK-ECHOES 26,680 35097  (25,602) (23) 36,152 0 0 36,152
NICK BROWN

SCHOLARSHIP 6,503 0 (1,000) 100 5,603 0 0 5,603
BRAD SMITH SCHOLARSHIP 7,970 0 (1,000) 121 7,091 0 7,091
CAROL GRAY

SCHOLARSHIP 587 0 (587) 0 0 0 0 0
ROBIN SWEENEY

SCHOLARSHIP 4,574 0 0 76 4,650 0 4,650
BOBBY KEUGEL

SCHOLARSHIP 562 0 (565) 3 0 0 0 0
ANDREA STEPHEN

SCHOLARSHIP 502 0 (500) ) 0 0 0 0
CONTINGENCY FUND 143,669 0 0 0 143,669 0 0 143,669
PETTY CASH 0 3,100 0 0 3,100 0 0 3,100
FIRST COUNTY HIGH BANK 8,272 21228  (20,627) 0 8,873 445  (4,525) 4,793

$ 431,792 $1,042,014 $(1,006,484) $ 0 $ 467,322 $ 7,179 $ (6,419) 468,082
INVENTORIES 13,245
$ 481,327
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DAVI ESS COUNTY SCHOOL DI STRI CT
GENERAL FUND — ACCOUNTS RECEI VABLE

JUNE 30,

Accounts receivable as reported in the
Di strict’s Annual Financial Report to
the State Departnment of Education —
Di vi sion of Finance

Addi ti onal accounts receivable recorded
subsequent to the Annual Financia

Report:
Reverse receivable from m ddl e
school
Utilities gross receipts adjustment
to actual

Mot or vehicl e taxes

Del i nquent property taxes

OWHS recei vabl e

Refund of unenpl oynment contri bution

Total General Fund — Accounts Receivabl e
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$ 604,913
$( 26, 000)
(55, 025)
86, 945
221, 231
116, 000
85, 403 428, 554
$1. 033, 467



DAVI ESS COUNTY SCHOOL DI STRI CT
GENERAL FUND — ACCOUNTS PAYABLE
JUNE 30, 2003

Account s payable as reported in the
Di strict’s Annual Financial Report to
the State Departnent of Education —
Di vi si on of Finance $ 175,071

Addi tional accounts payabl e recorded sub-
sequent to the Annual Financial Report:

Transportation fees 4,112
Total General Fund — Accounts Payabl e $ 179,183
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DAVI ESS COUNTY SCHOOL DI STRI CT
BOARD MEMBERS AND ADM NI STRATI VE PERSONNEL
JUNE 30, 2003

BOARD MEMBERS ADDRESS TERM EXPI RES
Mary TimGiffin 4009 Chapel Lane
Chai r person Onensboro, KY 42031 January 1, 2005
Frank G Riney 111 5651 West 5'" Street Road
Vi ce-Chair Owensboro, KY 42301 January 1, 2005
Dr. John Ed Dunn 3318 East 6'M Street
Owensboro, KY 42303 January 1, 2006
Dwi ght T. Lovan 3500 Oakl ane Drive
Phi | pot, KY 42366 January 1, 2006
Joe H. Overhy 4450 Greenacre Drive
Owensboro, KY 42303 January 1, 2005

Admi ni strative Personne

Stuart M Silberman — Superintendent and Secretary to the Board

Thomas D. Shelton — Assistant Superintendent for Finance and
Operational Support and Treasurer to the Board

Leesa Moman — Assistant Superintendent for Teaching and Learni ng Support
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DAVI ESS COUNTY SCHOOL DI STRI CT
SCHEDULE OF EXPENDI TURES OF FEDERAL AWARDS

for the year

ended June 30, 2003

Recei pts Di sburse-
Feder al Pass Program or ment s/
Federal Grantor/Pass-Through CFDA Thr ough or Award Revenues Expendi -
Grantor/Program Title Nunmber Nunber Anmpount Recogni zed tures
U.S. Departnment of Education:
El enentary School Foreign Language Incentive 84. 294A $ 188,291 $ 175,679 $ 175,679
Passed through the Commonweal th of KY
Department of Educati on:
*Title 1 Programs — Local Educational
Agenci es 84.010 35102-01 948, 340 93, 340 93, 340
*Title 1 Programs — Local Educational
Agenci es 84.010 35103-01 1, 083, 168 973, 685 973, 685
M grant Education — Basic State Fornula Gant
Program 84.011 35202-02 97, 486 1, 647 1, 647
M grant Education — Basic State Fornula Gant
Program 84.011 35203-02 73,440 70, 801 70, 801
I mproving America’ s Schools Act Title VI
I nnovative 84.298A 53302-02 64, 950 8,701 8,701
Title V Part A No Child Left Behind 84.298 65, 401 58, 819 58, 819
*| DEA Basic 84.027 58102-02 1,117, 212 3,342 3,342
*| DEA Basic 84.027 58103-02 1,379, 762 1, 378, 485 1, 378, 485
*| DEA Basic Silver Grant 84.027 31, 266 23,015 23,015
*| DEA Basic Silver Grant 84.027 42,609 12,395 12, 395
| DEA Preschool 84.173A 58703-02 91, 640 80, 246 80, 246
| DEA Preschool 84.173A 58701-02 90, 854 10, 491 10, 491
Title Ill — Limted English Proficiency 84. 365 15,963 150 150
Perkins Vocational, Title | Part C,
Carryforward 84.048 1,762 1,762 1,762
Cl ass Size Reduction 84.340 53402-01 273, 649 724 724
Vocational Ed Basic Grants to States 84.048 46203-32 85, 916 85, 916 85, 916
Technol ogy Literacy Chall enge G ant 84. 3189 76, 692 39, 685 39, 685
Title Il — Technol ogy 84.318X 73603-02 30, 863 18, 743 18,743
*Title Il — Teacher Quality 84. 367A 418, 591 330, 708 330, 708
Ei senhower Professional Devel opnent 84.281 53002-03 57,220 1, 255 1, 255
Title IV Safe and Drug Free Schools 84.186A 59001-02 75, 168 35, 341 35, 341
Title IV Safe and Drug Free Schools 84.186A 59003-02 54, 530 44, 340 44, 340
Total Kentucky Department of
Educati on 6,176, 482 3,273,591 3,273,591
Passed through Green R ver Regional Educational
Cooperative, Inc.:
21" Century Community Lrng Ctr 84. 287 269, 998 182, 004 182, 004
21% Century Community Lrng Ctr 84. 287 280, 797 91, 735 91, 735
*| DEA Di scretionary 84.027 15,912 13, 792 13,792
Total Green River Regional
Educati onal Cooperative, Inc. 566, 707 287,531 287,531
Passed t hrough Commonweal th of Kentucky
Departnment of Juvenile Justice:
Title 1 N & D Juvenile Detention Center
Educati onal Services 84.013 22, 356 22, 356 22, 356
Passed through the Commnweal th of Kentucky
Wor kf or ce Cabi net:
Tech- Prep Education 84.243 5463-01-60 44,000 44,000 44,000
Community Based Work Transition 84.126 26, 957 26, 957 26, 957
Total Kentucky Workforce Cabinet 70, 957 70, 957 70, 957
Total U.S. Departnent of Education 7,024,793 3,830, 114 3,830, 114
Conti nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
SCHEDULE OF EXPENDI TURES OF FEDERAL AWARDS, Conti nued

for the year

ended June 30, 2003

Recei pts Di sburse-
Feder al Pass Program or ment s/
Federal Grantor/Pass-Through CFDA Thr ough or Award Revenues Expendi -
Grantor/Program Title Nunmber Nunber Anmpount Recogni zed tures
U.S. Departnment of Labor:
Passed through the Commonweal th of Kentucky
Department of Educati on:
Job Training Partnership Act 17. 255 $ 22,691 $ 22,691 $ 22,691
Passed through the Green River Area Devel opnent
District:
W A I n-school Youth 17. 259 JG2- 01
JG2- 17 115, 594 20, 454 20, 454
W A I n-school Youth 17. 259 JG3-01
JG3- 19 151, 433 132, 087 132, 087
Total Green River Area Devel opnent
District 267,027 152, 541 152, 541
Total U.S. Departnent of Labor 289, 718 175, 232 175, 232
U. S. Departnment of Defense:
AFROTC 02-03 12. 000 9003- 00 43,770 43,770 43,770
U.S. Department of Agriculture
Passed t hrough the Kentucky Departnent of
Educati on:
*Child Nutrition Cluster
Nati onal School Lunch Program 10. 555 57503- 02 1, 275, 754 1, 275, 754 1, 275, 754
School Breakfast Program 10. 553 51602- 05 76, 313 76, 313 76, 313
School Breakfast Program 10. 553 57603- 05 347, 005 347, 005 347, 005
Food Distribution — Comuodities 10. 550 N/ A N A 230, 859 230, 859
Food Distribution — Meal Rei mbursement 10. 559 57402- 23 111, 143 111, 143 111, 143
Food Di stribution — Sponsor 10. 559 56902- 24 11, 897 11, 897 11, 897
Total U S. Departnment of Agriculture 1,822,112 2,052,971 2,052,971
Total Federal Awards $9, 180,393  $6, 102,087 $6, 102, 087
*Maj or Program
NOTE: At June 30, 2003, the Daviess County School District had notes outstanding in the anount of $76,242 due

to the Environnental Protection Agency.
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DAVI ESS COUNTY SCHOOL DI STRI CT
STATEMENT OF GRANT RECEI PTS, DI SBURSEMENTS AND FUND BALANCE
WORKFORCE | NVESTMENT ACT GRANT

CONTRACT NO. WA JG2-01

STATEMENT OF PROGRAM COSTS AND STATUS OF FUNDS

Contract Period fromJuly 1, 2001 to June 30, 2002
Year ended June 30, 2003

Program Cost s: (Over)
Prior Current Under
Account Budget Year Year Tot al Budget
Sal ary/trai ni ng/ support $ 76,766 $ 65,623 $ (517) 65, 106 $ 11, 660
Tot al $ 76,766 $ 65, 623 $ (517) 65, 106 $ 11, 660
Cost eligible for reinbursenent $ 65,623 $ (517) 65, 106
Status of Funds:
W A Funds Tot al
Contract award 76, 766
W A funds received during the period $ 38,439 $ 26,667 65, 106
Total WA revenue 38, 439 26, 667 65, 106
Total WA expenditures 65, 623 (517) 65, 106
Excess (deficiency) of revenues over
Expendi t ur es $ (27,184) $ 27,184 -
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DAVI ESS COUNTY SCHOOL DI STRI CT
STATEMENT OF GRANT RECEI PTS, DI SBURSEMENTS AND FUND BALANCE

WORKFORCE | NVESTMENT ACT GRANT
CONTRACT NO. WA J&-17

STATEMENT OF PROGRAM COSTS AND STATUS OF FUNDS

Contract Period fromJanuary 1, 2002 to Decenber 2002
Year ended June 30, 2003
Program Cost s: (Over)
Pri or Current Under
Account Budget Year Year Tot al Budget
Sal ary/ trai ni ng/ support $ 38, 828 17, 576 20,971 38, 547 281
Tot al $ 38, 828 17,576 20,971 38, 547 281
Cost eligible for rei nbursenent 17,576 20,971 38, 547
Status of Funds:
W A Funds Tot al
Contract award 38, 828
W A funds received during the period 7,008 31,539 38, 547
Total WA revenue 7,008 31, 539 38, 547
Total WA expenditures 17,576 20,971 38, 547
Excess (deficiency) of revenues over
expendi tures (10, 568) 10, 568 -
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DAVI ESS COUNTY SCHOOL DI STRI CT
STATEMENT OF GRANT RECEI PTS, DI SBURSEMENTS AND FUND BALANCE
WORKFORCE | NVESTMENT ACT GRANT
CONTRACT NO. WA JG3-01
STATEMENT OF PROGRAM COSTS AND STATUS OF FUNDS
Contract Period fromJuly 1, 2002 to June 30, 2003
Year ended June 30, 2003

Pr ogr am Cost s: (Over)
Current Under
Account Budget Year Tot al Budget
Sal ary/trai ni ng/ support $126, 642 $ 108, 544 $ 108,544 $ 18, 098
Tot al $126, 642 $ 108, 544 $ 108,544 $ 18, 098
Cost eligible for reinbursenent $ 108, 544 $ 108,544

St at us of Funds:

W A Funds Tot al
Contract award $ 126, 642
W A funds received during the period $ 79,413 $ 79,413

Total WA revenue 79, 413 79, 413
Total WA expenditures 108, 544 108, 544

Excess (deficiency) of revenues over
expendi t ures $ 29,131 $ 29,131
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DAVI ESS COUNTY SCHOOL DI STRI CT
STATEMENT OF GRANT RECEI PTS, DI SBURSEMENTS AND FUND BALANCE
WORKFORCE | NVESTMENT ACT GRANT

CONTRACT NO. WA JG3-19
STATEMENT OF PROGRAM COSTS AND STATUS OF FUNDS
Contract Period from January 1,
ended June 30, 2003

Year

2003 to June 30, 2003

Program Cost s: (Over)
Current Under
Account Budget Year Tot al Budget
Sal ary/training/support $ 24,791 23, 543 23, 543 1,248
Tot al $ 24,791 23,543 23,543 1,248
Cost eligible for rei mbursenent 23, 543 23, 543
Status of Funds:
W A Funds Tot al
Contract award 24,791
W A funds received during the period 13,502 13, 502
Total WA revenue 13, 502 13, 502
Total WA expenditures 23, 543 23, 543
Excess (deficiency) of revenues over
expendi tures (10, 041) (10, 041)
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REPORT ON COWMPLI ANCE AND ON | NTERNAL CONTROL OVER FI NANCI AL REPORTI NG
BASED ON AN AUDI T OF FI NANCI AL STATEMENTS PERFORMED | N ACCORDANCE
W TH GOVERNMENT AUDI TI NG STANDARDS

State Committee for School District Audits
Menbers of the Board of Education

Davi ess County School District

Ownensbor o, Kentucky

We have audited the financial statenents of Daviess County School District as
of and for the year ended June 30, 2003, and have issued our report thereon
dated COctober 20, 2003. W conducted our audit in accordance with accounting
standards generally accepted in the United States of Anerica and the
standards applicable to financial audits contained in Government Auditing
Standards, issued by the Conptroller General of the United States and the
audit requirenments prescribed by the Kentucky State Conmittee for School
District Audits in the Gude for Auditing Local School Districts Fiscal
Records.

Conpl i ance

As part of obtaining reasonabl e assurance about whether Davi ess County School
District’s financial statenments are free of material nisstatenent, we
performed tests of its <conpliance with certain provisions of |aws,
regul ations, contracts and grants, nonconpliance with which could have a
direct and material effect on the determination of financial statenent

anmounts. However, providing an opinion on conpliance with those provisions
was not an objective of our audit, and accordingly, we do not express such an
opi ni on. The results of our tests disclosed no instances of nonconpliance

that are required to be reported under Governnent Auditing Standards.

In addition, the results of our tests disclosed no instances of nonconpliance
of specific state statues or regulations identified in Appendix Il of the
I ndependent  Auditors’ Contract - State Audit Requirenments, except as
described in the acconmpanying letter to managenment as item A03-1.

Internal Control Over Financial Reporting

In planning and perfornmng our audit, we considered Daviess County School
District’s internal control over financial reporting in order to determnine
our auditing procedures for the purpose of expressing our opinion on the
financial statenments and not to provide assurance on the internal control
over financial reporting. However, we noted certain matters involving the
internal control over financial reporting and its operation



that we consider to be reportable conditions. Reportabl e conditions involve
matters coning to our attention relating to significant deficiencies in the
design or operation of the internal control over financial reporting that, in
our judgnent, could adversely affect Daviess County School District's ability
to record, process, sumarize and report financial data consistent with the
assertions of managenment in the financial statenents. Reportable conditions
are described in the acconmpanyi ng Schedul e of Findings and Questioned Costs
as itens 03-01 and 03-02.

A material weakness is a condition in which the design or operation of one or
nore of the internal control conponents does not reduce to a relatively |ow
level the risk that msstatements in anmounts that would be material in
relation to the financial statenents being audited may occur and not be
detected within a tinmely period by enployees in the normal course of
performng their assigned functions.

Qur consideration of the internal control over financial reporting would not
necessarily disclose all matters in the internal control that mght be
reportable conditions and, accordingly, would not necessarily disclose al
reportable conditions that are also considered to be material weaknesses.
However, of the reportable conditions described, we consider itens 03-01 and
03-02 to be material weaknesses.

This report is intended solely for the information of the board nmenbers,
managenment and federal awarding agencies and pass-through entities, and is

not intended to be and should not be used by anyone other than these
specified parties.

Cct ober 20, 2003
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REPORT ON COWMPLI ANCE W TH REQUI REMENTS APPLI CABLE TO EACH MAJOR
PROGRAM AND | NTERNAL CONTROL OVER COMPLI ANCE | N
ACCORDANCE W TH OMB CI RCULAR A- 133

State Commttee for School District Audits
Menbers of the Board of Education

Davi ess County School District

Ownensbor o, Kentucky

Conpl i ance

W have audited the conpliance of Daviess County School District with the
types of conpliance requirenents described in the U S. Ofice of Managenent
and Budget (OWVB) Circular A 133 Conpliance Supplement that are applicable to
each of its major federal prograns for the year ended June 30, 2003. Daviess
County School District’s major federal prograns are identified in the sumrmary
of Auditors’ results section of the acconpanying Schedule of Findings and

Questioned Costs. Conpliance with the requirenents of |aws, regulations,
contracts and grants applicable to each of its nmjor federal prograns is the
responsibility of Daviess County School District’s nmanagenent. Qur

responsibility is to express an opinion on Daviess County School District’s
conpl i ance based on our audit.

We conducted our audit of conpliance in accordance with accounting standards
general ly accepted in the United States of America; the standards applicable
to financial audits contained in Governnent Auditing Standards, issued by the
Comptroller General of the United States; OVB Circular A-133, Audits of
States, Local Governnents, and Non-Profit Organizations, and the audit
requi renents prescribed by the Kentucky State Conmittee for School District
Audits in the Guide for Auditing Local School Districts’ Fiscal Records.
Those standards and OVB Circular A 133 require that we plan and perform the
audit to obtain reasonable assurance about whether nonconpliance with the
types of conpliance requirenents referred to above that could have a direct
and material effect on a nmmjor federal program occurred. An audit includes
exam ning, on a test basis, evidence about Daviess County School District’s
conpliance with those requirenments and perform ng such other procedures as we
consi dered necessary in the circunstances. W believe that our audit
provi des a reasonable basis for our opinion. Qur audit does not provide a
| egal determ nation on Daviess County School District’s conpliance with those
requi renents.

In our opinion, Daviess County School District conplied, in all material
respects, with the requirements referred to above that are applicable to each
of its major federal prograns for the year ended June 30, 2003.



Internal Control Over Conpliance

The nmanagenent of Daviess County School District is responsible for
establishing and maintaining effective internal control over conpliance with
the requirenents of |aws, regulations, contracts and grants applicable to
federal prograns. In planning and performng our audit, we considered
Davi ess County School District’s internal control over conpliance wth
requi rements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of
expressing our opinion on conpliance and to test and report on the internal
control over conpliance in accordance with OMB Circul ar A-133.

W noted certain matters involving the internal control over conpliance and
its operation that we consider to be reportable conditions. Report abl e
conditions involve matters conming to our attention relating to significant
deficiencies in the design or operation of the internal control over
conpliance that, in our judgment, could adversely affect Daviess County
School District’s ability to administer a major federal programin accordance
with the applicable requirenents of |aws, regulations, contracts and grants.
A reportable condition is described in the acconpanying Schedul e of Findings
and Questioned Costs as item 03-02.

A material weakness is a condition in which the design or operation of one or
nore of the internal control conmponents does not reduce to a relatively |ow
level the risk that nonconpliance with applicable requirements of |aws,
regul ati ons, contracts and grants that would be material in relation to a
maj or federal program being audited may occur and not be detected within a
timely period by enployees in the normal course of performing their assigned
functions.

Qur consideration of the internal <control over conpliance would not
necessarily disclose all mtters in the internal control that mght be
reportable conditions and accordingly, would not necessarily disclose al
reportable conditions that are also considered to be material weaknesses.
However, we consider the reportable condition described above as item 03-02
to be a material weakness.

This report is intended solely for the information of the board nenbers,
managenment and federal awarding agencies and pass-through entities, and is

not intended to be and should not be used by anyone other than these
speci fied parties.

Cct ober 20, 2003
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DAVI ESS COUNTY SCHOOL DI STRI CT
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
June 30, 2003
Section | — Summary of Auditors’ Results
Fi nanci al Statenents
Type of Auditors’ report issued: Unqualified

Internal control over financial reporting:

Mat eri al weakness(es) identified? X yes no

Reportabl e condition(s) identified that are

not considered to be material weakness(es)? yes X none reported

Nonconpl i ance nmaterial to financial statenents
not ed? yes X no

Federal Awards
Internal control over mmjor prograns:

Mat eri al weakness(es) identified: X yes no

Reportable condition(s) identified that are

not considered to be material weakness(es)? yes X none reported
Type of Auditors’ report issued on conpliance for nmjor prograns:
Unqualifi ed

Any audit findings disclosed that are required
to be reported in accordance with Section 510(a)
of Circular A-133? yes X no

Identification of major prograns.

CFDA Nunber (s) Name of Federal Program or cluster
84. 010 Title | Prograns — Local Educati onal Agencies
10. 550 Child Nutrition Cluster
84. 027 | DEA Basi c
84. 367A Title Il - Teacher Quality

Dol l ar threshold used to distinguish between
type A and type B prograns. $ 300, 000

Auditee qualified as low risk auditee:
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DAVI ESS COUNTY SCHOOL DI STRI CT
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
for the year ended June 30, 2003
Section Il — Financial Statement Findings
Reportabl e Conditions:

03-01 Segregation of Duties

St at ement of Condition:

Due to a linted nunber of personnel enployed in the accounting area,
inconpatible work functions are often performed by the sane individual and a
high degree of trust s necessitated. Specifically, bookkeepers at

i ndi vi dual school s perform nmost accounting functions.
Criteria:

Key steps of internal control should be segregated anong different enployees.

Ef fect:

Because conpensating steps of internal control are at tinmes conpleted by the
sane individual, detection of msappropriation of District assets by
enpl oyees during the nornal course of operations is weakened.

Recomendat i on:

Job responsibilities within the accounting area should be continually
reviewed and, where feasible, duties be switched to provide better
segregation of inconpatible work functions. An analysis of the risk placed
in certain individuals should be continually perforned.

Response:

In the area of school bookkeepers, it is not practical or cost effective to

hire additional staff to separate accounting functions at all |[|ocations.
Adequate internal control procedures as defined by local policy and state |aw
are available and enforced in these areas. Fidelity bond coverage was

carried on each bookkeeper during the fiscal year.
03-02 Bank Statenent Reconciliation

Statenment of Condition:

Due to wutilization of inproper methodology related to transfers between
accounts and recording of direct payments, bank reconciliations have not been
conpl etely reconcil ed each nonth.

Criteria:

Proper reconciliation of cash accounts by qualified individuals is an
essential elenment of internal control.

Cont i nued
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DAVI ESS COUNTY SCHOOL DI STRI CT
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
for the year ended June 30, 2003

Section Il — Financial Statement Findings
Reportabl e Conditions, Continued
Ef fect:

Unreconciled differences in bank reconciliations increases the possibility
that bank errors or misappropriations would not be detected in a tinely
manner .

Recommendat i on:

W reconmend that bank reconciliations from the cash accounts to the MIN S
accounting system be conpleted in the proper manner by the end of the
following nonth. Al differences should be investigated and reconciled
nont hl y. To ensure tinmely and accurate conpletion, we recomrend that the
Assi stant Superintendent review and initial the conpleted reconciliations.
During the course of the audit, procedures were changed related to transfers
between cash accounts and recording wre transfers. These changes
significantly enhance managenent's ability to perform timely and accurate
bank reconciliations.

Response:

Subsequent to year end, revised procedures for cash transfers,

recording of wires and voided checks have been inplenented. Bank
reconciliations are reviewed and conpleted in a nore tinmely manner.
Procedures will be continually reviewed and revised.

Section Il — Federal Award Fi ndi ngs

Refer to 03-02 Bank Statement Reconciliation of Financial Statenent Findings.
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DAVI ESS COUNTY SCHOOL DI STRI CT
SCHEDULE OF FI NDI NGS AND QUESTI ONED COSTS
for the year ended June 30, 2002

Status of Prior Year Findings
02- 01 Segregation of Duties
Condi tion:

Due to a limted nunmber of personnel enployed in the accounting area,
i nconpatible work functions are often performed by the sane
i ndi vidual and a high degree of trust is necessitated. Specifically,
bookkeepers at individual schools performnost accounting functions.

Recomendat i on:

Job responsibilities within the accounting area should be continually
reviewed and, where feasible, duties be switched to provide better
segregation of inconpatible work functions. An analysis of the risk
pl aced in certain individuals should be continually perforned.

Current Status:

The District continually reviews the duties of the school bookkeepers
and adjusts as possible and appropriate. Internal reviews/audits are
performed by the Central O fice. Policies and procedures are revised
as needed.

02-02 Bank Statenent Reconciliation
Condi ti on:

Due to wutilization of inproper nethodology and problenms with the
electronic information received from the District’s financial
i nstitution, bank reconciliations have not been properly perforned.

Recomendat i on:

We recommend that bank reconciliations from the cash account to the
MUNI' S accounting system be conpleted in the proper manner by the end
of the following nonth. To ensure tinely and accurate conpletion, we
recommend that the Assistant Superintendent review and initial the
conpl eted reconciliations.

Current Status:

Bank reconciliations were reviewed and conpleted in a nore tinely
manner during 2003. Though the process was inproved, reconciliations
for some nonths did not bal ance. Managenment tracked unreconciled
differences from nonth to nonth. Subsequent to June 30, 2003,
managenment identified and corrected procedures for cash transfers,
recording wires and voi ded checks. Procedures will be continually
revi ewed and revised.

See current year finding 03-02.

Cont i nued
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M. Stuart M Sil berman

Superi nt endent

Davi ess County School District
Owensbor o, Kentucky

Dear M. Sil ber man:

In planning and performng our audit of the financial statements of Daviess
County School District for the year ended June 30, 2003, we considered the
District’s internal control to determine our auditing procedures for the
purpose of expressing an opinion on the financial statenents and not to
provi de assurance on internal control.

However, during our audit we becane aware of several mtters that are
opportunities for strengthening operating efficiency. The nenorandum t hat
acconpanies this letter summarizes our conmments and suggestions regarding
those matters. A separate report dated October 20, 2003, contains our report
on reportable conditions involving internal control. This letter does not
affect our report dated Cctober 20, 2003 on the financial statenments of the
Davi ess County School District.

W will review the status of these conments during our next audit engagenent.
We have already discussed many of these coments and suggestions with various
District personnel. We understand that Central Ofice personnel schedule
meetings with individual school bookkeepers and principals to review these
comrents and overall bookkeepi ng procedures. W will be pleased to discuss
them in further detail at your convenience, to perform any additional study
of these matters, or to assist you in inplenenting the recommendati ons.

Respectful |y,

Cct ober 20, 2003



A03-1

A03-2

A03-3

DAVI ESS COUNTY SCHOOL DI STRI CT

MANAGEMENT LETTER PO NTS

Checks

We noted an instance where a check witten to a hotel contained only
one authorized signature. District policy requires disbursenents
contain two authorized signatures.

New Pr oduct s

W noted that nunmerous schools throughout the District now supply
agenda books to students. Certain schools provide the books as part of
school fees while other schools charge a noninal fee to students.
Col l ectively, the purchases nmay exceed the $20,000 bid requirenent. W
recommend that the purchasing agent determine the total dollars
expended in preparation for back to school 2003. Bi d procedures shoul d
be followed for 2004, if necessary. We acknow edge the difficulty of
tracki ng common expenditures across schools in order to conply with bid
requi renents.

Athletic Bid

The Athletic Bid has both a store discount/catal og conponent and line
item conponent to the bid. This bid was admnistered and awarded
properly by the Board of Education. Due to the manner by which the
schools purchase athletic supplies, we could not readily deternm ne
whet her the schools received the stated store discount per the bid
agreenent . W also noted a lack of off-bid support for itens the
school s purchased from vendors that had not been awarded the bid for
some of the line itens we tested.
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Davi ess County Public School s
“I't’s About Kids”

1622 Southeastern Parkway Stuart Silberman
P. O. Box 21510 Superintendent
Owensboro, Kentucky 42304-1510 Phone: (270) 852-7000
www.dcps.org Fax: (270) 852-7030

CORRECTIVE ACTION PLAN

December 4, 2003

Daviess County Public Schools respectfully submits the following corrective action plan for the year ended June 30,
2003.

BKD, LLP

100 West Third Street

P.O. Box 1824

Owensboro KY 42302-1824

Audit period:  July 1, 2002 — June 30, 2003

The findings from the June 30, 2003 schedule of findings and questioned costs are discussed below. The findings are
numbered consistently with the numbers assigned in the schedule.

Section Il — Financial Statement Findings

Reportable Conditions:

03-01 Segregation of Duties

Statement of Condition:

Due to alimited number of personnel employed in the accounting area, incompatible work functions are often
performed by the same individual and a high degree of trust is necessitated. Specifically, bookkeepers at
individual schools perform most accounting functions.

Criteria:

Key steps of internal control should be segregated among different employees.

Effect:

Because compensating steps of internal control are at times completed by the same individual, detection of
misappropriation of District assets by employees during the normal course of operations is weakened.

Board of Education: Mary Tim Griffin, Chairperson « Frank G. Riney, |11, Vice-Chairman * John Ed Dunn, Ed. D. « Dwight T. Lovan « JoeH. Overby

DCPSISAN EQUAL OPPORTUNITY EMPLOYER



Recommendation:
Job responsibilities within the accounting area should be continually reviewed and, where feasible, duties be

switched to provide better segregation of incompatible work functions. An analysis of the risk placed in certain
individuas should be continually perfarmed.

Action Taken:

In the area of school bookkeepers, it is not practical or cost effective to hire additional staff to separate accounting
functions at dl locations. Adequate interna control procedures as defined by loca policy and state law are
available and enforced in these areas. Fidelity bond coverage was carried on each bookkeeper during the fisca
year.

03-02 Bank Statement Reconciliation

Statement of Condition:

Dueto utilization of improper methodology related to transfers between accounts and recording of
direct payments, bank reconciliations have not been completely reconciled each month.

Criteria:
Proper reconciliation of cash accounts by qudified individuasis an essential element of interna control.
Effect:

Unreconciled differences in bank reconciliations increases the possibility that bank errors or misappropriations
would not be detected in atimely manner.

Recommendation:

We recommend that bank reconciliations from the cash account to the MUNIS accounting system be completed
in the proper manner by the end of the following month. All differences should be investigated and reconciled
monthly. To ensure timely and accurate completion, we recommend that the Assistant Superintendent review and
initial the completed reconciliations. During the course of the audit, procedures were changed related to transfers
between cash accounts and recording wire transfers. These changes significantly enhance management’s ability
to perform timely and accurate bank reconciliations.

Action Taken:
Subsequent to year end, revised procedures for cash transfers, recording of wires and voided checks have been

implemented. Bank reconciliations are reviewed and completed in a more timely manner. Procedures will be
continually reviewed and revised.
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Section |l — Federal Award Findings

Refer to 03-02 Bank Statement Reconciliation of Financial Statement Findings.

02-01 Segregation of Duties

Condition:

Due to alimited number of personnel employed in the accounting area, incompatible work functions are often
performed by the same individual and a high degree of trust is necessitated. Specifically, bookkeepers at
individual schools perform most accounting functions.

Recommendation:

Job responsibilities within the accounting area should be continually reviewed and, where feasible, duties be

switched to provide better segregation of incompatible work functions. An analysis of the risk placed in certain
individuas should be continualy performed.

Current Status:

The Didtrict continually reviews the duties of the school bookkeepers and adjusts as possible and appropriate.
Internal reviews/audits are performed by the Central Office. Policies and procedures are revised as needed.

02-02 Bank Statement Reconciliation

Condition:

Due to utilization of imprgper methodology and problems with the el ectronic information received from the
Digrict’sfinancia institution, bank reconciliations have not been properly performed.

Recommendation:
We recommend that bank reconciliations from the cash account to the MUNIS accounting system be compl eted

in the proper manner by the end of the following month. To ensure timely and accurate completion, we
recommend that the Assistant Superintendent review and initial the completed reconciliations.

Current Status:
Bank reconciliations were reviewed and completed in a more timely manner during 2003. Though the process
was improved, reconciliations for some months did not balance. Management tracked unreconciled differences
from month to month. Subsequent to June 30, 2003, management identified and corrected procedures for cash
transfers, recording wires and voided checks. Procedures will be continually reviewed and revised.

If you have any questions or concerns regarding this plan, please do not hesitate to contact me.

Sincerely yours,

Tom Shelton
Assistant Superintendent of Finance and Operations
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